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The PRESIDENT’S LETTER... ‘‘The year 1953 added an- REVENUE AND EXPENSES . . . Gross Mer 
other to the longest series of boom years in United of $14,239,681 oF 11.2% over 1952. Net Side 
States history and another record year in volume and ee ee ee 
growth of business of Southern California Edison Com- $2.56 per share of common stock after all Pref 
pany . . . However, it is only by putting these figures ee bees te ee to Trad 
in the perspective of a number of years that we can 1952. Mut 
comprehend the significance of the expansion of eco- pont oA a hag nd of meee 
° ae ‘ ° . meters w n L 
nomic activity in the territory which we serve... With with “58,343 in 1952. Total of 319,812 Moo 
the ending of World War Il, the United States responded — See coe e Fae oll 
to pent-up domestic demand for goods, to the inflation, companies in the nation. CUR 
and to the expenditures made in pursuit of our role of RATES... . Hearings before the California ‘ial 
leadership in the postwar world. The result was the owe J Gaauain to come tommy ts = sme 
most concentrated, explosive forward thrust of economic provide increased annual revenues equiv- oe 
o se etal alent to approximately 6% rate on an Trust 
expansion ever made by any country in a similar undepreciated book-cost rate base have 
period ” been in progress since June 10, 1953. Trust 
“ : . : FINANCING... . 500,000 shares of com- Pen 
At the very apex of the nation-wide expansion of cee th dats ede tee OA fo a 
economic activity — population growth, home building, January 1953 and $30,000,000 of 354% 
First and Refunding Mortgage Bonds, Due Ark 


industrial and commercial plant expansion, etc.—is the 
area served by your company..." 

** . . Our plant expansion is dictated by the com- 
munity which we serve. We must serve all who comply 
with the required rules and regulations and pay the 
approved rates, and we must keep ahead of demand. 
We have proceeded with as much caution as possible, 
but there has been no period in these past several years 
when it seemed possible, without undue risk of inade- 
quate plant, to halt our large construction program.” 


WE Millrdore 


PRESIDENT 


1978 were sold in September 1953. Ap- 
proximately $51,000,000 of additional 
new capital will be required in 1954. 


PLANT EXPANSION... Net plant in- 
vestment of $769,214,447 increased $63,- 
610,524 in 1953 compared with $60,905,- 
084 in 1952. Etiwanda Steam Station, 
with 250,000 kw generating capacity was 
completed in 1953 and Redondo No. 2 
steam plant with one 156,000 kw gener- 
ating unit is scheduled for operation in 
October 1954. Construction of a new 
156,000 kw generating unit at El Segundo 
was started in October 1953 and is 
scheduled for operation in July 1955. 


GENERATION ... . Total output was 
10,275 million kwh, up 8.6% over 1952. 
System peak demand was 1,886,400 kw, 
an increase of 8.9% over 1952. 
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CONDENSED CONSOLIDATED BALANCE SHEET 
ASSETS Cee ene LIABILITIES Publi 
Electric Plant . . . . . . . . %$769,214,447 Stated Capital and Surplus . . . $333,953,364 
Investments and Other Assets. . . 9,459,803 Bonded Indebtedness . ... . 298,000,000 
6g lg Gl tle 8 49,305,074 ee ee eee 51,843,136 
Defewed Charges. . . . =. - 3,506,501 Depreciation Reserve . . . . . 138,325,047 5 ; 
Capital Stock Expense . . . . . 2,899,551 Other Reserves and Liabilities. . . 12,263,829 ubscri 
TOTAL ASSETS. . . . $834,385,376 TOTAL LIABILITIES . . $834,385,376 Forei 
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Attorneys’ Fees 


I was much interested in the recent 
article on “Attorney’s Fees in Probate” 
in your January issue but was a bit 
intrigued at the lack of any mention of 
varying compensation for services ren- 
dered when a bank is the executor as 
contrasted with the situation when one 
is acting for an individual. In Massachu- 
setts there. is a wide discrepancy, in 
view of the less time and trouble in- 
volved when a corporate fiduciary per- 
forms many of the steps that would 
otherwise be expected of the attorney for 
the estate, such as preparing the federal 
estate tax returns, transfer of securities, 
rendering accounts, etc. 

Paul B. Sargent, 
Attorney at Law 


Boston, Mass. 


Legislative Help 


Your letter and the material on ex- 
empting employee benefit trusts from 
the rule against perpetuities reached my 
desk by 8:30 yesterday morning. This 
gave me several hours in which to 
prepare before appearing before the 
Legislative Committee. The attorney 
and I appeared before the committee 
with the information furnished, together 
with copy of the October, 1953 issue of 
TRUSTS AND EsTATEs, and after an hour’s 
discussion on the subject, believe we 
have convinced this committee to make 
the change on the rule against perpetui- 
ties, exempting pension and profit-shar- 
ing trusts. 


I cannot express to you our appre- 
ciation for this fine service and if it 
had not been for the discussion on this 
subject and the article on page 775 of 
the October issue I do not believe we 
would have been able to convince the 
committee to make the change. There- 
fore, if the bill is passed by this Legis- 
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lature we will be well repaid for the 
small amount of money we paid for 
subscription to your magazine and the 
ads we have placed therein. 


I have found the magazine has a 
wealth of material, especially when one 
is going to prepare a talk on the sub- 
ject of trusts or wills. 


Noel L. Mills, 
Trust Officer 
Deposit Guaranty Bank & Trust Co. 


Jackson, Miss. 


Ep. Note: Mr. Mills subsequently 
advised on April 6th that the bill had 
passed the Senate and was In Committee 
In the House. 


Settlement Contract Upheld 


The New York Court of Appeals on 
April 8th unanimously affirmed the deci- 
sion of the Appellate Division in Hall 
v. The Mutual Life Ins. Co. (282 A.D. 
203, 122 N. Y. S. 2d 239) upholding 
the validity of one of our supplementary 
contracts as against the claim that it 
was an invalid attempted testamentary 
disposition. There was no opinion. The 
decisions rendered by the Appellate 
Division and the Court of Appeals re- 
versed the lower Court decision of 
January 8, 1952, reported in your 
magazine in February, 1952. 


Carl F. Hollander, 
Assistant Counsel 
Mutual Life Insurance Co. 


New York 


Ep. Note: The New York Legislature, 
by Chapter 820 of Laws of 1952, had 
validated such contracts after the deci- 
sion of the lower Court in the Hall case. 


First Will 


The earliest record of transmission 
of an estate to heirs happens to be 
the will of an Egyptian prince, Ne- 
kau-Re, made about the year 2845 B.C. 
and carved on the wall of his tomb. 


The Romans adopted the Greek 
practice (of wills) but refined and 
enlarged it, and devised the codicil .. . 
(and) the fideicommissum, a form of 
trusteeship created by will, under 
which the testator bequeathed his 
property to a trustee for a third 
party. The third party, however, was 
obliged to depend largely upon the 
moral uprightness of the trustee. In- 
cidentally, he lost his interest in the 
estate if he died while it was vested 
in the trustee. 


EUGENE G. BLACKFORD, in 
Trust Companies, p. 192. 


Feb. 1926 





| COMMENTS ON T & E’s 50TH ANNIVERSARY ISSUE | 


I am very much flattered to think 
that my article was considered good 
enough for publication in a magazine 
of your scope and reputation. May I 
offer my sincere congratulations on hav- 
ing attained a half century of maturity, 
and on the splendid Anniversary Edi- 
tion. It contained so much reading ma- 
terial it may take me a long time to 
read all of it. Of course, I find it no 
effort to read my own story over and 
over again. 

Noting your offer to provide extra 
complimentary copies, I sat down and 
took off my shoes thinking that between 
my fingers and my toes I might be able 
to figure up how many friends I had. 
When I finished my computation, I 
found that the shoe removal was unne- 
cessary as I could count up the inter- 
ested people on the fingers of one hand. 
I would like to have three extra copies. 


Russell Z. Johnston, 
Probate Judge 
Hartford, Conn. 


I am well pleased both with the ap- 
pearance of my article and with your 
sound and appropriate editorial changes, 
particularly your carefully drafted im- 
provements to the discussion of the 
“prudent man” rule. 

Your Fiftieth Anniversary issue is a 
most interesting and valuable symposi- 
um on the history and development of 
trust and estate law and administration. 
Professor Atkinson was one of the ablest 
of my teachers and Professor Rhein- 
stein was a colleague in Germany. I am 
proud to have a part with them in this 
production, and I look forward with 
keen anticipation to reading the other 
articles. I know that it is giving my 
father* a great deal of satisfaction to 
have me contributing to a publication 
of which he and his colleagues have so 
high an opinion. 

William F. Fratcher, 
Profesor of Law 
University of Missouri 
Columbia, Mo. 


*Vernon C. Fratcher, 
Trust Co. 


vice president, Detroit 

Let me add my word of praise for 
the excellent editorial job of depicting 
50 years of progress in trust affairs. 
The entire publication is a reference 
work which very fittingly marks this 
milestone not only in your magazine 
but in our entire profession. 

W. D. Ryan, 
Vice President 


New York United States Trust Co. 





I congratulate you heartily upon this 
anniversary number; it is splendid. | 
have been thinking: Will there be a 
75th and then a 100th number and, if 
so, who will be here to edit it — per- 
haps some now young GSB man who 
had heard of but never seen you or me. 
That’s the way things go and progress 


is made. 
Gilbert T. Stephenson 
Pendleton, N. C. 


Congratulations to you and your col- 
leagues on the Fiftieth Anniversary Issue 
which will give me many hours of read- 
ing on my commuters’ train. From my 
cursory examination it is about the best 
you have ever done. It pleased me to 
see the picture of your father, a man 
for whom I had high respect and re- 
gard as I have for his son. 

Joseph F. McCloy, 
McCloy and Glantz 
New York 


To be permitted to be a contributor 
to this notable issue is a source of gen- 
uine pride and warmest gratification. It 
enables me to share, in some measure, 
your own well-founded pride in the past 
and present serviceability of the maga- 
zine and in the bright prospect of its 
future. We are obtaining a quantity of 
reprints. Other reproductions may be 
circulated with greater justification but 
none will be distributed with more 
pleasure than will accompany ours! 

Ralph Hayes, 
Executive Director 
New York Community Trust 


New York 


My congratulations on an outstanding 
issue of Trusts AND Estates. Not only 
are you deserving of congratulations 
upon this particular issue, but upon the 
high standards maintained and the out- 
standing service rendered over the fifty 
years of the publication of this outstand- 
ing journal. 


I am happy to be a member of the 
family. 
Warren L. Jones, 


Florida Legal Editor 


Jacksonville 


Your 50th Anniversary issue is really 
a work of art. It shows the long hours 
of preparation which you and your staff 
put in on it and I think you may well 
be proud of it. It must have been a 


(Continued on page 407) 
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EDITORIAL... 


~ PERSONNEL — AS EXPENSE, AND AS ASSET 


HE DIFFERENCE BETWEEN A BANK OR ANY BUSINESS, AND 
1. morgue, is live people. And the difference between 
profit and loss, progress or retrogression is the calibre 
thereof. Increases in trust and other banking business have 
necessarily, in many cases, required increase in personnel, 
and the resulting larger expense figures seem to be giving 
concern to many a comptroller, as to cost- conscious mem- 
bers of the board and senior officialdom. 


This is as it should be so long as a penny-wise, pound- 
foolish attitude toward individual salaries and emoluments 
does not rule. Figures published by the F.D.I.C. show that 
Salaries & Wages accounted for 50% of total current bank 
operating expenses in 1952, the latest year for which the 
data are available. This is an increase from 45% nine years 
ago, and shows also a slightly larger increase in the pro- 
portion (65%) going to employees, as compared to officers 
(35%), against 62% and 38° respectively in 1944. 


Salaries and wages were by far the largest single category 
of expense, followed by “other current operating expenses” 
which accounted for 27‘~ of 1952 total bank costs, and 
which are in large measure related to the efficiency and 
economy of staff and management. “Interest on time and 
savings deposits,” incidentally, ran a poor third with 15%. 


The study of Trust costs made by the New York State 
Banking Department in 1942/3 (p. 347, April *43 Trusts 
AND EstTaTES) showed an even higher ratio of salary to 
total Trust department expenses: between 54% and 61% 
(depending on metropolitan location and other adjust- 
ments). In addition, the employee benefits or “indirect 
wage costs” amounted to about five per cent. 


Obviously the most valuable — or expensive — element 


| of banking is the personnel. Yet it may not be so obvious, 


penton 2 


if we consider how many banks spend only a minor fraction 
of executive time and effort on this phase of the work. Most 
of the other items of expense (interest paid, taxes. rent, 
depreciation, etc.) are largely beyond the control of an 
individual bank. So, in large measure, are general wage 
rates, but there is great room for improvement in recruiting, 


| selection, training, re-allocation, incentive and general de- 


velopment of personnel. The high cost of turnover alone 


| makes it good business as well as good human relations to 


put more attention on the personal assets in our banks. 


The poorest economy, therefore, is “cheap” help. This 
policy not only attracts the least desirable personnel, it also 
increases turnover and kills incentive. The result is low 
efficiency. It is the old story: you get what you pay for. And 
that in a personal service business like banking, with its 
utter dependence on accuracy and promptness (not to men- 
tion honesty and judgment), is sure to make for poor public 
relations and loss of business. 


Adequate salary is the basic element in the banking busi- 
ness. But at best it is unattractive unless supported by 
practices and policies that give employees a sense of secur- 
ity (as through pension or profit-sharing plans and insur- 
ance, of appreciation, of belonging, of incentive and oppor- 
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tunity for congenial work. Any number of studies have 
proven that application of the Golden Rule is more im- 
portant than application of the arbitrary rule of even the 
best “classification” efforts or salary plans. 


It is also a well recognized fact, especially in industry. 
that most people operate at only a fraction — large or 
small — of their potential capacity. Sometimes this is due 
to the inability or incompatibility of the individual, but 
more often, perhaps, to the failure of management to find 
the right place or advancement for him, or to apply the 
basic principles of “human engineering.” Under the right 
circumstances — and with proper mechanical aids wherever 
they can relieve monotony, speed operations or improve 
accuracy — the production of the large majority of em- 
ployees can be increased to a remarkable degree. The “Haw- 
thorne Studies” by Western Electric and many others show 
an amazing correlation between work satisfaction and 
productivity, and in fact in the happiness and progress of 
workers. 


With so much at stake on both the expense and servicea- 
bility sides, it seems only logical that Personnel manage- 
ment should be the major function of a top vice president, 
in cooperation with the operations committee and the chief 
executive officer. Banking, especially trust work, offers so 
many and varied interests and skill-needs that it should be 
attracting and holding far more young men and women 
than recent school and college surveys and experience show 
to be the fact. But in our preoccupation with money and 
records and “contacts” we may be sadly neglecting the very 
heart of our business. Any observing person — including 
bank customers or prospects — can generally tell which 
banks are doing a good job of “managing” their human 
assets — and which reflect the glass eye of the top executives. 








BANKERS FOR A DAY 


Twenty juniors from two schools, P. S. duPont and Wilmington 
High, meet officials of Equitable Security Trust Co. at Wilming- 
ton’s third annual “Bankers for a Day,” on April 8th. At foot of 
table, representing bank, left to right, are Eleuther I. duPont, 
assistant treasurer; Miss Mary C. Heisler; John B. Jessup (stand- 
ing), president; and S. McGill Gawthrop, assistant treasurer. Dr. 
Harry O. Packer, supervisor of business education in Wilmington 
public schools, is at right. 
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250 Attend Pennsylvania 
Trust Conference 


More than 250 trustmen attended the 
27th Annual Trust Division Confer- 
ence of the Pennsylvania Bankers’ Asso- 
ciation held at the Penn-Harris Hotel in 
Harrisburg on April 2nd. Featured 
speakers included: L. Merle Campbell, 
Secretary of Banking, and P.B.A. Vice 
President Sidney D. Kline, president, 
Berks County Trust Co., Reading, and 
Dr. Karl R. Bopp, vice president, Fed- 
eral Reserve Bank of Philadelphia, who 
discussed “The Current Economic Pic- 
ture.” 


The Conference was opened by Mal- 
vin F. Gstalder, Chairman of the Trust 
Division, and vice president & trust 
officer, The First National Bank of 
Williamsport. 


H. Townsend Bongardt and D. R. 
Atherton, Jr., members of the Trust In- 
vestments Committee, and Sidney M. 
Ruffin, of the law firm of Burgwin, 
Ruffin, Perry & Pohl, took part in a 
panel discussion on “Trust Investments 
during the Transition Period.” Mr. 
Ruffin discussed “Authority Bonds”; 
Mr. Bongardt, vice president, Trades- 
men’s Land Title Bank & Trust Co., 
Philadelphia, spoke on “$100,000 Cash 
for both Legal and Discretionary Ac- 
counts”; and Mr. Atherton, vice presi- 
dent, Third National Bank of Scranton. 
discussed “Blue Chips or Pale Blues.” 
Also participating were: Charles F. 
Borgel trust officer of First National 
Bank of York, and Thomas L. Ralph, 
vice president of Fidelity-Philadelphia 
Trust Co. 


Addresses during the afternoon ses- 
sion, part of an enlarged report and 
discussion by the Smaller Trust De- 
partments Committee, included “A Re- 
examination .of Mortgage Investment 
Funds” by M. Paul Smith, attorney at 
law, Smith & Taxis; “Should a Smaller 
Trust Department Establish a Common 
Trust Fund?” by William E. Abel. 
trust officer, Barclay - Westmoreland 
Trust Co., Greensburg; “Problems of 
the Smaller Trust Department” by Rus- 
sell M. Schontz, assistant vice president, 
The McDowell National Bank of 
Sharon; and the report of the Smaller 
Trust Departments Committee by its 
Chairman, James P. Nunemaker, trust 
officer, United States National Bank in 
Johnstown. 


Condensed committee reports were 
presented by the respective chairmen: 


Cleveland D. Rea 


(Mellon National 
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Participants 


in the program of Pennsylvania Trust Conference, identified in accompanying 


report of meeting. (Seated) H. Townsend Bongardt, Sidney M. Ruffin, and Charles F. 
Borgel; (standing) D. R. Atherton, Jr., Dr. Karl R. Bopp, Thomas L. Ralph and Malcolm 
E. Lambing. 








Bank & Trust Co., Pittsburgh) Coopera- 
tion with the Bar; Maurice D. Hartman 
(Fidelity-Philadelphia Trust Co.) Costs 
and Charges; John M. Duff, (Potter 
Bank & Trust Co., Pittsburgh) Law of 
Decedents Estates and Trusts: John E, 
Williams, (Provident Trust Co. of Phil- 
adelphia) Taxation; Walter A. Brunke, 
trust officer, (Fulton National Bank of 
Lancaster) member of Trust Develop- 
ment Committee; Malcolm E. Lambing 
(Peoples First National Bank & Trust 
Co., Pittsburgh) Trust Investments; 
Harold E. Bright (Berks County Trust 
Co., Reading) Trust Department Opera- 
tions; William H. Losche (Girard Trust 
Corn Exchange Bank, Philadelphia) 


Tri-State Trust Conference. 


The Committee on Trust Department 
Operations developed six new Sugges- 
tion Memos since the last meeting, 
bringing the total to 40. They are titled 
as follows: 

Prompt Filing of Inventories for 

Estates of Decedents. 


Check List of Benefits due Deceased 
Veterans Estates. 


Suggested Method of Transmitting 
Negotiable Securities by Restrictive 


Endorsement. 
Procedure in Setting up Pension 
and Profit-Sharing Trusts on the 


Records of the Trustee. 


Securing Approvals for Retention 
in Principal of Stock Dividends and 
Subscriptions. 


Payment of Federal Estate Tax by 
Redemption of United States Treas- 
ury Bonds. 


A A A 





Georgia Trust Conference 
at Macon 


The trust division of the Georgia 
Bankers Association held its annual 
meeting on March 31 in Macon. The 
program included: 


“The Uninformed Guess,” by Jack 
Hall, of Macon; an investment panel, 
with William C. Wardlaw, Jr., of Ward- 
law & Hunter, Inc., investment counsel- 
lors, as moderator; “Personal Liability 
of Executors & Trustees for Federal In- 
come, Estate & Gift Taxes” by Charles 
E. Fraser, member of the Augusta law 
firm of Hull, Willingham, Towill & 
Norman; “Computation of Executors 
Commissions in Georgia,” by Raymond 
Boyer, assistant trust officer Trust Com- 
pany of Georgia. 


N. Baxter Maddox, president of the 
Trust Division of the American Bank- 
ers Association and vice president and 
trust officer of First National Bank of 
Atlanta, addressed the luncheon meeting. 
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Trust Assets in Massachusetts 

Increase 5.6% 
trust companies in Massachusetts 
reached an aggregate total of $1,745, 
780,000 on Dec. 31, 1953, as reported 
by the Commissioner of Banks. This 
figure represents a gain of 5.6% over 
the previous year. 


The breakdown of assets according 
to type shows little change from 1952, 


the percentage in stocks having de- 


creased slightly, from 49.16 to 48.53. 
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New York City Trust 


Department Earnings 
at Post-War High 


Gross earnings of $61 million in 
1953 by the trust departments of New 
York City state chartered banks and 
trust companies proved to be the best 
jn seven postwar years, according to 
the report of the New York State Bank- 
ing Department, released this month. 
Jrust department earnings outside the 
metropolitan area suffered a slight set- 
back. 


Trust department current operating 
earnings for 42 institutions in New 
York City were $61,042,000 in 1953, 
compared with $57,853,000 from 41 
departments in 1952, or a gain of 5.5%. 
Trust earnings at institutions (176) out- 
side the city of New York stood at 
$3,831,000 as against $4,099,000 (187 
institutions) the previous year — a 
loss of 6.5%. The state as a whole, with 
trust department earnings of $64,873,- 
000, contrasted with $61,952,000 the 


year before, made a gain of 4.7%. 
a a 8 




























New York Trust New Business 
School To Start in June 


The Trust Division of the New York 
State Bankers Association will conduct 
a Trust New Business School in cooper- 
ation with New York University June 
14-18. William B. Ogden, trust officer 
of Merchants National Bank & Trust 
Co., Syracuse, heads the program and 
planning committee for the School, and 
Earl S. MacNeill, vice president of Irv- 
ing Trust Co., New York, is chairman 
of the advisory committee. 



















The School sessions will be held in 
the Arthur T. Vanderbilt Law Center 
at Washington Square, New York City, 
and the registration — expected to be 
$200 per student — will include room 
and meals for the week. Leading attor- 
neys, trustmen, financial advertising 
specialists and sales executives will serve 
as instructors. 












A A A 
Washington Trust Assets Up 


Private trusts in the State Banks of 
Washington as of December 31, 1953, 
stood at $41.882,396, according to the 
report of the Supervisor of Banking. 
This compares with $38,345,837 at the 
previous year-end and represents a gain 
of 9.2%. Total investments (for all types 
of trust accounts) amounted to $48.- 
647,599, a gain of 6.8% over 1952, and 
trust department current operating earn- 
ings for 1953 were $208,979, or an in- 
Crease of 5.4°% over the year before. 
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Trust Council Activities 


The following Estate Planning and 
Life Insurance and Trust Councils have 
reported on February and March meet- 
ings at which the indicated speakers 
were featured: 


Connecticut: The Life Insurance and 
Trust Council joined with the Junior 
Bar Section of the State Bar Association 
at the Yale Law School to hear a drama- 
tization of Paul B. Sargent’s “S. Simon 
Selfmade’s Purge,” the story of a 
home-made will in Purgatory. The basic 


script will be published in T.&E. 
Chicago: Samuel A. Sakol, of the 


accounting firm of Himmelblau & Co., 
and Paul Dice of Northern Trust Co., 
described some of their experiences in 
valuation of stock of closely held corpo- 
rations. 


Mississippi: The first quarterly meet- 
ing on March 30th of the newly organ- 
ized Estate Planning Council (see March, 
p. 218) heard Gilbert T. Stephenson, 
former Director of the Trust Research 
Department at the Graduate School of 
Banking, outline what the Council can 
accomplish. More than 90 attorneys, 
underwriters, accountants and trustmen 
have already become members. 


Philadelphia: The attorney and es- 
tate planning was the subject of a paper 
by David F. Maxwell, partner in the 
local law firm of Edmonds, Obermayer 


& Rebmann. 
Pittsburgh: Charles B. McCaffrey, 


C.L.U., assistant director of agencies for 
Northwestern Mutual Life Insurance 
Co., discussed short-term trusts. 


Spokane: The disposition of life in- 


ONE SECTION O 


F NEWARK IN 1804 reproduced on the main floor of the main office of 


surance proceeds in an estate plan was 
comprehensively treated by Karl K. 
Krogue, local chartered life underwriter. 

Chattanooga: Dean Edward C. King 
of the University of Colorado Law 
School at Boulder explored some of the 
pitfalls in estate administration. (See 
page 364 of this issue.) 

El Paso: Attorney member E. C. 
Wade analyzed problems in conflict of 
probate laws between New Mexico and 
Texas. 


A A & 
PR School This Summer 


The School of Financial Public Rela- 
tions will hold its 1954 session July 26- 
August 7, on The Chicago Campus of 
Northwestern University. It offers a 
two-year professional course in bank 
public relations and business develop- 
ment, sponsored by the Financial Pub- 
lic Relations Association, and since its 
founding in 1948 has graduated 198 
bank and trust men. Its unique library 
of their original public relations projects 
contains 144 titles. 


A new five-hour course, Market Re- 
search, has been added to the senior 
curriculum, with John O. Chappell, Jr., 
vice president of Central Trust Co., Cin- 
cinnati, as instructor. Harvey Weeks, 
retired vice president of The Hanover 
Bank, New York, will be instructor in 
Salesmanship and Sales Management, 
replacing the late Frank S. Townsend. 
Richard Donham, dean of Northwestern 
University’s School of Commerce, will 
give the orientation lecture. The 1954 
catalog, containing complete informa- 
tion, is available from the FPRA, 231 
S. La Salle St., Chicago 4. 








the National Newark and Essex Banking Co. as part of the bank’s 150th anniversary celebra- 

tion this year. Nearly a dozen 1804 buildings, occupying 2000 square feet of floor space 

were erected for this exhibit. National Newark and Essex is New Jersey's first bank and 
the 20th oldest bank in the nation. 






359 





9 


HE “REVENUE Revision BILL,’ 
! pau by the House and now under 
consideration in the Senate, would re- 
vise virtually the entire field of Federal 
taxation. It is possible, of course, that 
the provisions dealing with employee 
benefits may be materially revised be- 
foze the Bill is adopted by the Senate. 
Although the House Ways and Means 
Committee Minority Report is only 24 
pages long, 3 of those pages are devoted 
to these particular provisions. 


Because of the overwhelming mass of 
the Bill, it is possible, however, that the 
technical sections dealing with employee 
benefits may go substantially unchanged. 
One thing is certain: if the substance 
of the Bill as finally adopted conforms 
generally to the provisions of H. R. 8300, 
those in the employee benefit field will 
have to start practically from scratch 
and re-educate themselves to a new set 
of concepts and rules. 


A brief summary of the most sub- 
stantial changes follows. 


Qualification of Employee 
Benefit Trusts 


Discrimination as to Eligibility—The 
present concept of discrimination as to 
eligibility is radically changed. At pres- 
ent, in order for a plan to meet the re- 
quirements for non-discrimination as to 
eligibility it must either (1) cover at 
least 56% of all regular employees, or 
(2) establish employee classifications 
for eligibility which are determined by 
the Commissioner of Internal Revenue 
net to be discriminatory in favor of 
shareholders, officers, supervisory per- 
sonnel or high paid employees. Very few 
existing plans were able to qualify under 
the first test, with the result that nearly 
all of them had to meet the second or 
non-discriminatory classification _ test. 
Generally speaking, the Commissioner 
has not approved a classification as non- 
discriminatory unless the range of com- 
pensation rates included within that 
classification is typical of the over-all 
personnel picture. 


A memorandum prepared and distributed by the 
Personal Trust Division of Irving Trust Company 
of New York. A 36-page detailed analysis of the 
pension provisions of H. R. 8300 is available from 
the Trust Department while the supply lasts. 
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New Look IN EMPLOYEE TRUSTS 


Drastic Changes Contemplated by Revenue Bill 


H. R. 8300 would practically reverse 
this situation. The minimum percentage 
requirements are reduced to 25% in the 
case of any employer of 20 or more em- 
ployees. In all likelihood a great ma- 
jority of future plans will be able to 
qualify under this percentage test with- 
out any regard whatever for the non- 
discriminatory classification test. In 
other words, if the employer is willing 
to cover as many as 25% of his em- 
ployees, it will not matter how large a 
proportion of the covered employees is 
composed of high paid employees, super- 
visory personnel, officers or sharehold- 
ers. 


Further, even as to those plans which 
do not cover as many as 25% of all 
regular employees and must, therefore, 
meet the non-discriminatory classifica- 
tion test, the requirements have been 
materially changed. The 30% _ stock- 
holder benefit rule has been restored so 
that if more than 30% of employer con- 
tributed funds are used to provide 
benefits for stockholder employees, each 
of whom owns more than 10% of the 
voting stock of the employer company, 
the plan cannot qualify. On the other 
hand, assuming that the 30% stock- 
holder benefit requirement is met, the 
classification of eligible employees no 
longer need be representative, from the 
standpoint of compensation ranges, of 
the employees as a whole. So long as 
not more than 10% of the covered em- 
ployees are “key employees” it does 
not matter in what category or com- 
pensation bracket the remaining 90% 
of the covered employees fall. The term 
“key employee” is defined as meaning 
the 10% of all regular employees in the 
highest paid brackets, but in no event 
more than the 100 highest paid. If the 
employer has more than 1,000 regular 
employees, therefore, only the top paid 
100 are “key employees.” 


In addition, it is expressly provided 
that employees earning less than $4,000, 
employees employed for a minimum of 
not more than 5 years or who have 
reached a minimum age not over 35, 
or hourly employees or salaried em- 
ployees may be expressly excluded from 
coverage so long as such exclusion does 
not cause the plan to violate the 30% 






stockholder or 10% key employee rules, 
The 25% rule, however, overrides every. 
thing else. If the 25% percentage test 
is met, no other requirements apply. 


Discrimination as to Contributions or 
Benefits—In the case of pension or an- 
nuity plans, the ratio of contributions 
or benefits (depending upon whether 
the plan is a money purchase plan or 
a fixed or unit benefit plan) to com. 
pensation must not be higher for any 
employee than for any other employee 
who receives less compensation. This 
test is now applied on an_ individual 
employee basis rather than on any group 
basis such as the “25 highest paid” 















presently used. However, in applying § 
this test the first $4,000 of annual com. 






pensation may be disregarded. “Integra. 
tion” with Social Security is apparently 
eliminated, and the benefits on compen- 
sation in excess of $4,000 may be as 
large as desired within the overall test 
of “reasonableness.” 










In the case of profit-sharing and stock 
bonus plans, at least 75% of each em- 
ployer contribution must be allocated 
among all participants directly in pro 
portion to total compensation (includ- 
ing the first $4,000 thereof even though 
employees earning less than $4,000 are 
excluded from participation). The re 
maining 25° may be allocated in any 
desired manner (thus recognizing years 
of service or unusual performance) pro- 
vided that when 100% of all allocations 
are taken into account the total alloca- 
tion of any employee is not more than 
twice as high a percentage of his com- 
pensation than the total allocation of 
any lower paid employee. Again, the 
test is applied on an individual basis. 






















Miscellaneous—A profit-sharing plan 
will no longer be required to have 4 
definite, pre-determined formula for 
determining the amount of contributions 
to be made each year, and such a plan 
will not be deemed to be terminated 
because the contribution for any year 
is determined to be zero. 













Tax Treatment of Employee 
Trusts 







The present Code Section 165, re 
lating to employee benefit trusts, has 
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heen combined in the new Bill with 
present Section 101 relating to tax ex- 
empt organizations generally. The fol- 
lowing are some of the results of this 
not entirely compatible marriage: 







Unrelated Business Income—A quali- 
fed and otherwise tax exempt employee 
trust will now be taxed on any income 
derived from the active conduct by it 
of any trade or business which is regu- 
larly carried on by it. In other words, 
to be completely tax exempt, an em- 
ployee trust must be purely a non-oper- 
ating investing and holding entity and 
may not directly carry on business 
operations. 


In addition, rentals derived from 
“business leases” will be subject to tax. 
The term “business lease” includes any 
lease for more than five years covering 
property the acquisition of which by the 
trust resulted in the borrowing of money 
by the trust. 





















Prohibited Transactions—If an em- 
ployee trust engages in a_ prohibited 
transaction, it will lose its tax exemp- 
tion completely so that all of its income 
will be subject to tax. Prohibited trans- 
actions include only transactions with 
the employer corporation — for ex- 
ample, a loan by the trust to the em- 
ployer without adequate security or at 
an unreasonably low rate of interest. 
Similarly, any purchase of property 
from the employer for more than ade- 
quate consideration or sale of property 
to the employer for less than adequate 
consideration is prohibited. In addition, 
if the trust engages in any other trans- 
action which results in a_ substantial 
diversion of income to the employer or 
if it invests in such a manner as to 
jeopardize the purposes for which the 
trust was created, its tax exemption will 
be lost. 





























Investment Diversification — Subject 
to the exceptions below, an employee 
trust under the new Bill may not invest 
more than 5% of the value of its assets 
in securities of any one company, nor 
may any one investment in real estate 
exceed more than 5% of the value of 
the trust assets, and the trust must not 
hold more than 10% of the voting 
power of the stock of any company. If 
any of these restrictions are violated, 
all of the income of the trust will be 
subject to tax for the year in which the 
violation occurs and for so long as it 
continues, 




















The following investments are ex- 
pressly excluded from the above re- 
strictions: 






(1) Investments in securities of the 
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employer company or its parent 
or subsidiaries; 


Investments in annuities or re- 
tirement income contracts; 


(2) 


(3) Government securities; 
(4) 


(5) 


Cash items; and 


Investments in securities of regu- 
lated investment companies, 


Tax Status of Benefit Payments 
and Contributions 


The taxation of payments from quali- 
fied trusts would follow the same general 
pattern as at present. However, capital 
gains treatment of lump sum distribu- 
tions would be extended to annuitants 
under insured plans and to payments 
made on the death of a retired employee. 
Contributions made to provide life in- 
surance coverage under a qualified trust 
would no longer be taxed to the em- 
ployee when made but instead the life 
insurance proceeds would be subject to 
tax when paid out. 


In the case of a contributory plan, 
the amount to be included in an annui- 
tant’s income each year would be de- 
termined not by the present 3% rule 
but rather by dividing the employee’s 
total contributions by his life expectancy 
on the date pension payments com- 
mence. Finally, for estate tax purposes, 
the value of a survivor’s annuity pro- 
vided under a qualified plan would be 
taxed in the deceased employee’s estate 
only to the extent of his contributions. 


The basic provisions of Code Section 
23(p) relating to contributions to quali- 
fied plans are retained. However, the 
maximum deductible contribution to a 
pension trust under Section 23(p) (1) 
(A) (i) would be raised from 5% to 
10% of the compensation of covered 
employees until such time as past ser- 
vice costs are fully paid. Accordingly, 
until past service is funded, an employer 
may deduct 10% of covered compensa- 
tion even though such amount exceeds 
normal costs plus 10% of past service 
cost. In addition, affiliated corporations 
may adopt a joint profit-sharing plan 
and make contributions thereto based 
on consolidated net profits. Deductions 
will be allowed for the entire contribu- 
tions even though one or more of the 
participating affiliated companies has 
less profits than its proportionate share 
of the contribution — or even a loss. 
Each participating company’s share of 
the total allowable deductions will be 
in proportion to its share of total con- 
solidated profits. 





NEW GOLD STRIKE 


Wells Fargo Bank & Union Trust Co. of San 
Francisco, 102 years old last month, once 
operated this historic office at Columbia, 
California — the richest square mile of 
alluvial gold in the world. During recent 
renovation conducted by the State, over 
$5,000 worth of gold dust, nuggets, coins and 
artifacts were unearthed under the floors 
and foundations — the biggest strike in 50 
years. Virginia Tuggle shows one of the 
coins and a set of pocket gold scales dis- 
covered during restoration work. 





- Effective Dates 


As to the qualification provisions, any 
new plan submitted after the enactment 
of the new Bill will be required to meet 
the new requirements. However. any 
plan already qualified on the date of 
enactment will continue to be qualified 
whether or not it meets the new tests. 


It is not expected that any of the 
new provisions relating to “prohibited 
transactions,” “unrelated business in- 
come” or to the investment restrictions, 
will apply to transactions completed, in- 
come earned or investments madé prior 
to the date of enactment. They will, 
however, apply to all future transactions, 
income and investments of already ex- 
isting and qualified trusts; and, in this 
connection for the purpose of invest- 
ment restriction percentages, invest- 
ments already made must be taken into 
account in determining whether future 
investments meet the 5% and 10% 
restrictions. 


All of the other provisions will in all 
likelihood apply beginning with the 
calendar year 1954. 

A A A 


E Bonds May Be Trusteed 
Under Savings Plans 


Series E Savings Bonds may now be 
registered in the name of the trustee 
in payroll savings plans, according to 
a circular recently issued by the Fed- 
eral Reserve Bank of New York. The 
amended Treasury regulations prescribe 
the conditions for eligibility. 
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PEACE-OF-MIND 
WORKS BOTH WAYS 







You may be able to perform a valuable extra service to your 


customers. Advise that the amount of insurance carried be adequate, 






not only to meet your own requirements, but to include the 






owner’s entire equity in his home. By recommending insurance- 






to-value, you afford greater peace-of-mind to your customers and 






help to build a healthier economic structure within your 


own community. 











The advertisement at right—one of a series appearing 






in national magazines—is evidence of The Home’s 


readiness to work with America’s bankers 





toward the attainment of so sound a goal. 
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Rases 20 


* THE HOME* 
Susurance Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 


FIRE e« AUTOMOBILE ¢ MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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Meet your HOMEtown Insurance Agent 


He sold me peace-of-mind...neatly wrapped in paper 


A home is for happiness. 

That’s what you work for—that’s where your enjoyment is. 

A house can be replaced of course — but contentment can’t be. 
Isn’t it worth protecting your peace-of-mind? 


You'll be surprised how much your insurance man can add to 
your peace-of-mind, if you will allow him. You can’t fully enjoy 
your home and belongings unless you know they are properly 
protected. Your Home Insurance agent knows how to give 

you exactly the protection you need and want. He knows your 
town and understands your problems and ambitions. 


You'll find him pleasant to talk to and a good friend 
to have — why not call him soon? 


Do you know what you own? 
You may be surprised to 
know the total value of 
your home furnishings and 
personal effects. Every 
homeowner should have a 
home inventory. For a 
handy free inventory book- 
let, see your Home agent 
or write The Home Insur- 
ance Company, Dept. A. 


sx Your HOMEtown Agent can serve you well—see him now! 


sect tttmssnnteanenenecocceanecnemnsnmmenttetertinmnencetnnetcceetiteeemeeenen tegen 


Frsuronce Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 


FIRE 


AUTOMOBILE 


MARINE 


The Home Indemnity Company, an affiliate, writes 


This ad will appear in full color, full 


Casualty Insurance, Fidelity and Surety Bonds 


L. 


page size in the following publications: urance protector of American homes and the homes of American industry. 


TIME May 24 ~ SATURDAY EVENING POST May22 . BUSINESS 

WEEK May 29 . U.S. NEWS & WORLD REPORT June 18 

NATION'S BUSINESS June - BETTER HOMES & GARDENS June 
SUCCESSFUL FARMING June - TOWN JOURNAL June 
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Pitfalls in Trust Practice 


AVOIDING TRAPS IN DRAFTING AND ADMINISTRATION 


EDWARD C. KING 


Dean, School of Law, University of Colorado, Boulder 


OST OF THE PITFALLS, OR TRAPS, 
M which a trustee may encounter 
result from the numerous duties he owes 
to the beneficiaries, and the fact that a 
violation of any of these duties consti- 
tutes a breach of trust. There are, for 
example, the duty of loyalty, the duty 
not to delegate authority, the duty to 
exercise reasonable care and skill in the 
administration of the trust, the duty to 
preserve the trust property, and the 
duty to enforce claims. Additional 
dangers arise from the fact that trus- 
tees are often regarded as the owners 
of property, and also from the fact that 
many people, including too many law- 
yers, think of a trustee, or an executor, 
or an administrator, as an agent for 
someone, acting in a representative ca- 
pacity, whereas he acts as an individual 
and, as a rule, his liabilities are the 
same as an individual acting for his 
own benefit. 


The first of the traps to consider is 
based on the rule of law that a trustee 
is personally liable to third persons for 
torts committed in the administration 
of the trust, and to the same extent 
that he would be liable if he owned the 
property in his own right. This is true 
whether the fiduciary committed the 
tort intentionally, or negligently, or 
without fault, and whether or not he 
acted in accordance with the terms of 
the instrument creating the relationship. 
Here is an illustration: 


The Overhead Door 


A owned a garage that was managed 
by B. A died and his will authorized 
his executor D (afterwards defendant) 
to continue the garage business with 
said B as manager. The State law also 
authorized an executor to carry on a 
decedent’s business. During the admin- 
istration of the estate P (plaintiff) drove 
his car into the garage and as he did 


From a talk before the Section of Real Prop- 
erty, Probate and Trust Law of the American 
Bar Association at Atlanta on March 5, and to 
lawyer-trust officer-insurance groups at Nashville 
on March 8 and at Chattanooga on March 10, 
1954. 
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so the sliding door came down and cut 
off the end of P’s nose. After the estate 
was closed, D the executor discharged, 
and the assets of the estate distributed 
to T as trustee, P brought suit for dam- 
ages against D, individually and as exec- 
utor. He also joined T. 


T’s demurrer was sustained. D was 
left as sole defendant. Despite the fact 
that D had acted within his powers in 
continuing the operation of the garage, 
that he was not personally at fault, and 
that he was no longer executor, a ver- 
dict for $87,000 was rendered against 
him personally and individually. 


The case went to the Supreme Court 
of California.’ There it was held that the 
executor was personally liable for torts 
committed by the employees of the busi- 
ness operated by the executor, even 
though the will and the State statute 
authorized him to continue the business. 
The Court said that an estate is not 
a legal person or entity and after dis- 
tribution and discharge it no longer 
exists; that an executor or trustee is 
not like an officer of a corporation, free 
from liability if not at fault. It is the 
executor or trustee, individually and 
personally, who acts or fails to act. The 
Court added that usually there is a 
right of reimbursement; that is, that 
this unfortunate D might be able to 
get the $87,000 from T, who had the 
trust assets; but the Court said the 
answer to that question depended upon 
whether or not the executor was at 
fault, or whether the distributee had so 
changed his position since distribution 
that it would be inequitable to charge 
him. It was not decided that D could 
recover from the trust estate. 


Here is trap number two: It is the 
duty of a fiduciary to procure such in- 
surance on the trust property as is 
customarily taken out by prudent men 
with respect to their own property. In 
the garage case, was D not at fault in 
failing to take out liability insurance? 


1Johnston v. Long, 181 P. (2d) 645 (1947). 


It would appear — although this is not 
in the decided case — that his failure 
to take out adequate liability insurance 
to cover the garage constituted a breach 
of trust and that, therefore, he was at 
fault and would not be able to recover 
from T, the trustee to whom the estate 
was distributed. One of the first duties 
of an attorney representing a fiduciary 
should be to advise the fiduciary of the 
importance of adequate insurance, lia- 
bility and fire. 


Contract Liability is Personal 


Trap number three is another danger- 
ous situation: It is a well established 
rule that a trustee is personally liable 
upon contracts made by him in the 
administration of the trust, unless the 
contract expressly stipulates that he 
shall not be so liable. 


Assume in the garage case the fol- 
lowing additional facts: 


(1) T, the distributee,, is now act- 
ing as testamentary trustee. 


(2) T was authorized to continue 
and did continue the operation of the 
garage. 


(3) T decided to enlarge and build 
an addition to the garage. 


(4) T, with court approval, made 
a contract which he signed, “T, as 
trustee under the last will and testa- 
ment of A, deceased,” and by which 
he agreed to pay the contractor $70,- 
000. 


(5) While the addition was being 
built business turned bad, the trust 
estate went into debt, and there were 
no longer any substantial assets in 
the trust estate. 


(6) The contractor presents his 
$70,000 bill to T, the trustee. 


T is liable individually, just as if he 
had contracted on his own behalf. The 
fact that he signed the contract as trus- 
tee does not free him from liability. He 
probably would be able to reimburse 
himself from the trust estate if it were 
solvent but under the assumed facts the 
estate is insolvent. 


TRUSTS AND ESTATES 





























is not 
ailure 
irance 
reach 
yas at 
COVer 
estate 
duties 
ciary 
»f the 


, lia- 


al 


nger- 
ished 
iable 
. the 
; the 
t he 


fol- 


act- 


-inue 
* the 


ouild 


nade 
» as 
»sta- 
hich 
570,- 


eing 
rust 
vere 
; in 


his 









That a trustee is personally liable on 
his contracts, including those for legal 
services, is well established.* He is prob- 
ably personally liable on notes signed 
by him in behalf of the estate, even 
though he borrows money with full 
authority. 









The same is true of executors and 
administrators. Even if an executor 
signs a contract pursuant to an order 
of court he still is personally bound. 
He may or may not be able to obtain 
exoneration from the estate. But any 
right to exoneration or payment from 
the estate is derivative and arises only 
from the relationship between the fidu- 
ciary who is personally liable, and the 
assets of the trust estate. 
















While no question of liability is in- 
volved it may be said, in passing, that 
for somewhat similar reasons réal prop- 
erty or corporate stock should never be 
registered in the name of the estate of 
anybody. An estate is not a legal entity. 
Title should be taken, or stock regis- 
tered, in the name of the fiduciary as, 
for example, “John Doe as executor of 
the estate of John Doe, deceased.” 














There is, however, a conflict of au- 
thority as to the personal liability of a 
trustee who signs a negotiable instru- 
ment in such a way as to disclose the 
fact that he is trustee for a designated 
estate. Section 20 of the Negotiable In- 
struments Law was intended to relieve 
trustees disclosing the trust from such 
liability, but the wording is ambiguous. 
The courts disagree on its interpreta- 
tion. 
















To protect the trustee against personal 
liability on contracts and notes, put in 
the contract or note, “It is expressly 
stipulated and agreed that the trustee 
shall not be personally liable upon this 
undertaking and that the other contract- 
ing party shall look solely to the assets 
of the trust estate which may from time 
to time be in the hands of the trustee.” 
Or have him sign it as trustee and then 
add the words, “But not individually.” 
At any rate, use language clearly indi- 
cating that he is not binding himself 
individually but only as a fiduciary. 

















Subject to Liabilities of 
Ownership 







Trap number four is best illustrated 
by McLaughlin v. Minnesota Loan and 
Trust Co.? The facts were that Minnesota 
real estate was leased for a hundred 
years, with covenants, running with the 
land, calling for payment of rents, taxes, 

















*Restatement of Trusts, Sec. 262. The leading 
American case is Taylor v. Davis, as Administra- 
tor, 110 U.S. 380 (1883). 
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assessments, etc. In 1926 one Short 
owned the leasehold. After his death 
the leasehold passed by will to the trust 
company as testamentary trustee, and 
was accepted. It then turned out that 
the trust estate was insolvent, and the 
reversioner (the owner of the land sub- 
ject to the lease) brought suit to en- 
force the covenants against the trust 
company in its individual corporate 
capacity. It was held that the trust com- 
pany was liable, the court saying that 
at law a trustee is regarded as the owner 
with all the rights and subject to all the 
liabilities of ownership. The trust estate 
is but the fund out of which the trustee 
may reimburse himself for proper ex- 
penditures. 


An administrator, also, is the owner 
of the personal property of his intestate 
and is subject to the liabilities incident 
to ownership, as was strikingly illustra- 
ted when an administrator, who by vir- 
tue of his office became the owner of 
intestate’s dog, was held liable for dam- 








Case of the Overhead Door 


The 


ages occasioned when the dog bit a ten- 
year-old boy. 


“Discretionary Authority” Tra 
y y Pp 


Trap number five may arise because 
of situations created by the Rule Against 
Perpetuities. Here is what one might call 
the “discretionary authority” trap: 

Suppose I create an irrevocable liv- 
ing trust with the X Bank. I have two 
children and I authorize the trustee to 
use as much of the income or princi- 
pal, or both, as the trustee deems neces- 
sary for the education and support of 
my children now living or hereafter 
born until the youngest reaches the age 
of twenty-five and then to distribute the 
balance of the trust estate to the chil- 
dren then living. The trustee, in the 
exercise of its discretion, uses the in- 
come and principal for the benefit of 
my two children, and finally exhausts 
the estate. Then I die, and my admini- 
strator demands of the trustee the en- 
tire original trust estate, plus all in- 
come earned during administration. 


8255 N.W. 839 (Minn. 1934). 





It appears that. the trustee would be 
liable for the entire principal and in- 
come because the trust violated the Rule 
Against Perpetuities. The discretionary 
power here is void, as violating the 
Rule Against Perpetuities, because it 
can be exercised at a time beyond the 
period of the rule. In drafting wills for 
your clients, or in administering a trust, 
look out for that discretionary author- 
ity, because in any case where it may 
be exercised in favor of persons not 
yet born it is quite possible that it vio- 
lates the Rule Against Perpetuities. 


Other Perpetuities Dangers 


There are a number of other traps 
related to the Rule Against Perpetuities 
which arise from dangerous misconcep- 
tions. For instance, there is a common 
belief that if title is vested in anyone, 
the rule is not violated. The Colorado 
Supreme Court said so on one occasion. 
But that is not true. It does not avoid 
the common law Rule Against Perpetui- 
ties to have the title vested in a trustee. 
The beneficial interests must vest with- 
in the period or they are bad. 


There is another belief that the Rule 
Against Perpetuities has to do only 
with restraints against alienation, and 
that if there are existing persons who 
can convey absolute and indefeasible 
title the rule is not violated. But that 
also is not true. For example, suppose 
you convey Blackacre to John Doe and 
his heirs with a proviso that if liquor 
is ever sold on the premises the prop- 
erty shall go to Richard Roe and his 
heirs. Although John and Richard, by 
joining in a conveyance, can give an 
absolute and indefeasible title, the in- 
terest of Richard violates the Rule 
Against Perpetuities and John has a fee 
simple absolute. Richard’s interest does 
not vest until liquor is sold on the 
premises and this may not be until a 
time later than lives in being plus 
twenty-one years. 


Miscellaneous Bogeys 


A few other situations which consti- 
tute a constant danger to fiduciaries are 
worth mentioning. The first relates to 
the obligation of a successor fiduciary 
to assert any claims which he may have 
against his predecessor. For example, 
very often one person is executor under 
a will and another is the testamentary 
trustee, and very often one person has 
been conservator and another follows 
him as executor of the mental incompe- 
tent. In either case the successor is liable 
for resulting losses if (1) his predeces- 
sor has improperly retained investments 
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and without authority he continues to 
_retain them, or (2) he neglects to take 
proper steps to compel his predecessor 
to redress losses resulting from his 
breach of trust. No successor is ever 
safe in taking over a trust from another 
unless he first has the accounts of the 
predecessor audited, and scrutinized by 
a competent attorney. 


Another danger arises out of the duty 
of a trustee to distribute income and 
principal to the persons legally entitled 
thereto. Liability may result from fail- 
ure properly to determine what is in- 
come and what principal, or from dis- 
tribution to persons not entitled to 





either. A recent California case* illu- 
strates the first type of mistake. 


The will provided that “it shall at all 
times be the duty and power of my 
said Trustee to determine what is in- 
come and what is principal of the Trust 
estate.” A question arose as to whether 
certain stock dividends were income or 
principal. The trustee decided that they 
were principal and treated them as such. 
It was held, however, that at the time 
of the death of the testator and at the 
time of the creation of the trust, the 
rule in effect in California was that the 
dividends constituted income and that 


4Heard’s Estate, 236 P. (2d) 810 (Cal. 1951). 


THE BANK FOR ALL THE PEOPLE 





REG. U. S. PAT. OFF. 


CONDENSED STATEMENT OF CONDITION, MARCH 31, 1954 


ASSETS 


Cash on Hand and in Banks 


United States Government Securities 


State, Municipal and Other Securities, including Stock of 


the Federal Reserve Bank . . 
Loans and Discounts . . ... . 
en ee Far ae ae ee ee eee 
Other Real Estate .... . 
ee oes 6 6 6 oe lf 


LIABILITIES 


Ce «« «6 «+ © 6 # 8 


Ee a 
Di Pre. «© © 6 e« » « 


DEPOSITS 

Commercial and Savings . 

Estates and Corporate Trust. . . 
Accrued Taxes, Interest, etc. . 7 
Other Liabilities . . .... =. 


$ 243,773,462.10 
~ ee a oe 430,191,304.87 
ee eg ae 129,726,956.60 
o eee 500,352,353.83 
i ee ee ae 3,177,631.46 
. . . . 1.00 
5) ae ee 5,788,860.10 
$1,.313,010,569.96 
$ 17,500,000.00 
47,500,000.00 
13,018,263.43 
Capital Funds $ 78,018,263.43 
$1,189,165,623.68 
31,863,835.55 1,221,029,459.23 
. a ae. eS 11,244,678.50 
he sh aS rg 2,718,168.80 
$1,313,010,569.96 


United States Government Securities carried at $102,436,597.10 are pledged to secure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 


Assets are shown NET after deducting Valuation Reserves 


Ohio’s Largest Bank 
welcomes individuals and corporations 
seeking new or additional banking services. 


60 CONVENIENT OFFICES 


Northern Ohio: 
Painesville @ Willoughby @ Bedford @ Solon @ Lorain 


Everywhere in Greater Cleveland 


COMMERCIAL + 


SAVINGS o 


TRUSTS 


Largest branch banking system between New York and San Francisco 
2% ON SAVINGS 
752,878 SAVINGS AND CHECKING DEPOSITORS 


Member: Federal Deposit Insurance Corporation 





Federal Reserve System 








the person who drafted the will, as well 
as the testator, must have had that rule 
in mind as it prevailed at that time, 
and that the will must be interpreted 
accordingly. It was held that the allo. 
cation of the stock dividends to princi- 
pal constituted an abuse of discretion. 


An English case* illustrates the sec. 
ond type of mistake: Caleb Diplock’s 
will directed his executors to apply his 
residuary estate “for such charitable . . , 
institutions or other charitable or benev- 
olent objects in England as my . 
executors . . . in their . . . absolute 
discretion select.” Then, to quote the 
court, “notwithstanding the size of the 
estate and the trap which, at least to a 
lawyer, might have been discerned in 
the testator’s language, the executors 
proceeded . . . to distribute . . . (more 
than two hundred thousand pounds 
sterling) among one hundred and 
thirty-nine charitable institutions of 
their choice.” 


The bequests were held by the House 
of Lords invalid for uncertainty. The 
difficulty, of course, was in the use of § 
the words “or benevolent,” because i 
benevolent objects over and over again | 
have been held by the courts to be too § 
uncertain. If the gift had been confined 
to charities, or if “and” had been used ! 
rather than “or”, the gifts would have § 
been good. The case points the extreme } 
danger of distribution under void trusts | 
or bequests.® f 


Property of the value of sixty billions § 
or perhaps more is now held in trust. J 
The administration of trusts, including | 
decedent’s estates, is as hazardous as it F 
is important, and always is accompan- | 
ied by the element of contingent lia- § 
bility. Every lawyer who deals with 7 
trusts and fiduciaries should be aware | 
of the dangers, and the collateral oppor- 
tunities, which pertain to the law of 
trusts, 


5In re Diplock (1948) Ch. 465. 


®8For an excellent discussion of this subject see 4 
Schuyler, Payments Under Void Trusts, 65 Harv. 
L. Rev. 597. 


& A -sd 
Trust Sales and Estate Planning | 


Course Held 


Kennedy Sinclaire, New York finan- 
cial advertising agency, held its 28th | 
Personalized Estate Planning and Trust 7 
Solicitation Course at the Downtown 7 
Athletic Club, New York City, March 7 
22 to April 3, 1954. The course, held F 
twice a year, is part of the two-year ™ 
overall trust advertising program. Ten 
trustmen from eastern banks attended. ” 
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additives ever put into any 


The Only Gasoline Double Powered with 


Mobil Power 
Compound 


most powerful combination of chemical 
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Improves Every Car’s Performance — 


5 Boosts Engine Power Up to 25% 

it Tule 
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: 
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for greatest knock-free power — 
result of the world’s most 
advanced refining developments! 





Increases Gas Mileage, too! 


Ow, in New Mobilgas SPECIAL— Mobil 

Power Compound, an exclusive combi- 
nation of chemical additives—has been com- 
bined with top octane to bring new on-the- 
road benefits to every motorist: 


Boosts power up to 25%—improves every 
car’s performance! 


Checks pre-ignition ping. Mobil Power 
Compound’s amazing additive, RT 125, 
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Corrects spark plug misfiring due to in- 
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Compound increases life of spark plugs up 
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Controls stalling due to icing of the carbu- 
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the greatest protection against engine 
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showed increases in engine 
power output up to 25% 
when using New Mobilgas 
SPECIAL as compared to 
conventional premium gas. 
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PROFESSIONAL INVESTORS. DIGEST 


Sidelights ... Trade Winds . 


Stocks — 1929 anp Topay 


The Dow-Jones industrial average, 
which reached the 300 level for the first 
time in the closing session of 1928, has 
carried above that figure, consolidating 
a major recovery of almost 50 points 
with a minimum of price correction. 
No average of stock prices, however, 
can measure accurately all the changes 
that have taken place in our equities 
market in this interval. 


Historically, leading industrial equity 
prices are approaching levels seldom 
attained or held for extended periods. 
As our country has grown in population 
and resources during the last quarter 
century, the equities of leading corpo- 
rations have likewise built up very sub- 
stantial values through retained earn- 
ings. Despite the tremendous impact of 
corporate taxes in recent decades, the 
Dow industrials are selling at an aver- 
age price-earnings ratio of around 11 to 
1. If. one applies the ratios attained 
at the high of 1946 and 1937, the pro- 
jected levels for the averages are such 
as to raise eyebrows and immediate, and 
perhaps somewhat valid, objections. 


The importance of sound common 
stocks in investment portfolios has been 
recognized in recent years by permitting 
savings banks, trustees and life insur- 
ance companies to invest in equities. 
These new sources of demand for sound 
equities, including the outstanding 
growth of pension funds, suggest that 
“blue chip” equities are very strongly 
held, perhaps more so than ever before 
— and at a period when the investment 
climate appears to be clarifying. 


At this writing, actual and prospective 
tax reductions and easier money condi- 
tions appear to hold the balance of 
power in the stock market equation, as 
compared to the approximately 10% re- 
duction in industrial production, which, 
in proper perspective, must be recog- 
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nized as measured from the all-time 
peak. Regardless of intermediate 
changes, there appears justifiable basis 
in looking forward to further growth, 
especially if the next quarter century 
produces basic statistics comparable to 
the 1929-53 span: 


1929 
(millions) 


Ue) 


1953 
Population _ 160.9 
Automobile 
Production 5.6 7.3 
Automobile Reg. 25.7 54.2 
Steel Prod. (tons). 63.2 111.6 
(billions) 
Crude Oil Con- 
sumption (bbls) 1.0 
Electric Power Pro- 
duction (kwh) 
Gross National 
Product 
Total Bank 
Deposits 
Money in Circu- 
lation : 4.6 
Industrial Production 
Index : 59 134 
(Federal Res. Board Index 1947-49=100) 


2.9 (est) 


92.1 442.3 


367.2 (est) 
173.5 


30.8 


In attempting to evaluate the current 
level of leading equities, without ad- 
justment for decline in the purchasing 
power of the dollar, it may be interest- 
ing to reflect upon the basic compari- 
sons tabulated above, most of them ex- 
pressed in terms of unit production and 
hence not distorted by the inflation of 
the past two decades. 

Henry H. BaAtrour, 
ORVIS BROTHERS & CO. 


AtRcRAFT INDUSTRY OF INCREASING 
INTEREST TO INSTITUTIONS 


The competition between the social 
and political philosophies of the com- 
munistic and free worlds constitutes a 
favorable basic consideration in the 
long-term outlook for the aircraft manu- 
facturing industry. It is unthinkable that 
a majority of our citizens would give 
up willingly our freedoms and form of 
Government for a Communistic society. 
Likewise, it is unrealistic to believe that 
the huge populations dominated by 
Communistic dictators would or could 
prefer a competitive form of social and 
capitalistic organization. Each of these 
strong political areas are therefore 
forced not only to maintain their mili- 
tary strength but also to strive to win 
over other nations in order to increase 
their comparative power. 


Air power is recognized by both 
groups in this struggle as a vital factor 


.. Memos... Portfolio Studies ... Funds Index . . . Reports 


in the outcome. It may be that Russia 
considers supremacy in air power the 
prerequisite for conquering other coun- 
tries, but whatever her intentions it 
seems to be a fundamental concept of 
our Administration that adequate air 
power is necessary for us to prevent 
war. In fact, just as Great Britain de- 
veloped and maintained world-wide 
naval supremacy in the last century, so 
now we are taking definite steps to estab. 
lish world-wide air supremacy by build- 
ing up the air forces not only of this 
country but also those of other free 
areas. 


If the above is a correct appraisal of 
trends in world affairs, then it would 
seem to follow that the aircraft manu- 
facturing industry faces a long period 
of such stability as it has never wit- 
nessed before. Indeed, it is not only 
possible to foresee stability in the in- 
dustry, but also a growth trend. Com- 
petition for power between leading na- 
tions has seldom if ever been ended by 
agreement on peace and disarmament. 
It is apt to result in a show-down. One 
of the leading powers is almost sure 
to be more aggressive than the other. 
Thus, the competitive race for future 
air domination may well involve increas- 
ing expenditures for both more and 
better forms of air power. Technological 
improvements are constantly increasing 
costs for electronic devices and instru- 
mentation, in fact, they are so rapid 
now that just to keep an air force 
modern, without increasing its size, will 
require huge annual expenditures. 


The increase in the products of the 
aircraft manufacturing companies in re- 
cent years is broadening the base of the 
industry and adding to its stability. It 
is no longer an industry that just manu- 
factures fighters, bombers, transport 
and other planes. The forms of ‘rt 
power have expanded to include flying 
missiles, helicopters and various new 
planes for special purposes. Some com- 
panies also make accessories and elec- 
tronic devices and the parts business for 
the larger companies has grown to very 
respectable proportions. One company’s 
sales of commercial spare parts last year 
totaled around $50 million. 


The outlook for commercial aircraft 
equipment needs over the next five years 
or so lends additional support for ex- 
pecting more stability to the long-term 
earnings of certain airframe and engine 
manufacturers and their component 
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suppliers. The turbo-powered transport 
planes to be put into service on our 
airlines in the next five years or so 
will probably cost much more than the 
comparably sized piston-powered planes 
of today. This will apply to cargo as 
well as passenger planes. Once a suitable 
cargo plane is developed, the equipment 
requirements for freight will expand 
much more rapidly than in recent years. 
Freight schedules may then be as fre- 
quent as passenger flights today. Loom- 
ing also within a five year period will 
be a rapid growth in the use of heli- 
copters for commercial service. These 
vertical lift airframes with capacities 
of 40 to 50 passengers promise to con- 
nect cities in all regions of the country 
over distances up to 300 miles in much 
the same way as buses do now. 


The aircraft manufacturing industry 
has benefitted greatly from the huge 
Government orders of the past few years. 
However, the renegotiation board has 
restricted the profits allowed. In 1952 
profits, after taxes, were around 2% of 
sales. Most of the companies in this field 
have paid heavy excess profits taxes. 
Now that this tax has been eliminated, 
important officials in the industry be- 
lieve that the profit rate may rise to 3 
or 4% of sales. If this materializes, it 
is another reason fo rexpecting more 
stability to aircraft manufacturing earn- 
ings. 

So the background for this industry 
seems likely to develop over the next 
five years so favorably as to attract in- 
creasing interest from institutional 
buyers. 

Joun H. Lewis, 


JOHN H. LEWIS & CO. 


ANTICIPATING MARKET UpturN 


For the past seven months trends in 
securities and business have been widely 
divergent, due at least in part to the 
Administration’s vigorous application of 





easy money policies and in part to 
widespread confidence that the present 
recession would be relatively mild. 
Bonds and investment quality stocks 
have moved strongly ahead, while busi- 
ness, particularly in consumers’ durable 
goods, has eased. The relative swiftness 
of the decline in business, and the fact 
that Congress seems likely to approve a 
tax bill which contains provisions which 
should stimulate business (particularly 
the proposed liberalization of deprecia- 
tion allowances) suggest that before 
very long, possibly by mid-summer, the 
decline in business should be halted. 
However, a strong upturn in business 
will probably be deferred until late fall 
or early 1955, unless Congress reverses 
its earlier decision not to lower corpo- 
rate taxes. Reduced corporate taxes 
would provide both the means and the 
incentive for an increased amount of 
investment in new and more efficient 
productive facilities and would therefore 
have a strong stimulating effect. 


There is evidence that a powerful 
factor behind the steady advance in 
stocks has been a tendency on the part 
of the investment managers of pension 
funds to invest an increasing propor- 
tion of their newly accrued funds in 
stocks. Added demand from this source, 
plus continuing purchases for trust 
funds, savings banks, mutual funds and 
life insurance companies, have enabled 
instiutional grade securities to out-per- 
form the rest of the list. This character- 
istic of the market seems likely to per- 


sist. 


Thus the demand for stocks has been 
strong at a time when the creation of 
new issues has, thanks to the general 
decline in business activity, been at a 
relatively low level. Moreover, the rise 
in prices has by itself tended to dimin- 
ish supply as a result of the locking-in 
effect of the Capital Gains Tax. These 
favorable supply-demand relationships 
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in the market itself seem unlikely to be 
greatly altered over the intermediate 
term, although it should be noted that 
there has traditionally been a tendency 
for institutional investors to be some- 
what more aggressive in their buying 
activities during the first part of the 
year than during the summer and early 
fall months. 


In attempting to choose the areas of 
the equity market which will offer the 
best returns in the next few months, it 
seems to us that the circumstance dis- 
cussed above — stabilization of business 
at a relatively low level followed by an 
upturn late this year or next year — 
should be taken into account. If this 
forecast is correct, then it is not too 
early for investment managers to begin 
the accumulation of relatively depressed 
issues with cyclical characteristics, in- 
cluding steels, non-ferrous metals and 
building stocks. The purchase of institu- 
tional quality issues from those groups, 
plus a representation from the oil, con- 
tainer, chain grocer, fertilizer and utility 
groups, should result in a continued 
satisfactory portfolio performance. 


WALTER MAYNARD 
SHEARSON, HAMMILL & CO. 


Without 
leaving your desk 


---you can deal with 
a primary market 


Wherever you are, our Bond Depart- 
ment provides complete telephone 
facilities for trading in treasury bills, 
notes and short term Governments. 
We are also major dealers in State 
and Municipal bonds. Experienced 
and well-informed Bond Officers will 


serve you. 


To keep up with market develop- 
ments, our Correspondent banks and 
customers receive our listings of pri- 
mary issues every Monday morning. 
If you are not on this mailing list, you 
should be. Simply write or phone our 
Bond Department. 


MERCANTILE 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 






SAINT LOUIS 1, MISSOURI 


New York Correspondent: 14 Wall Street 
Chicago Telephone to Bond Department: 
Dial 211, request Enterprise 8470 
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Rosust INFANTs IN Equity MARKET 


The newest entrants into the institu- 
tional equity markets, namely life in- 
surance companies, college endowment 
funds and mutual savings banks, make 
no pretense of vying with pension funds 
in rapidity of growth or with the mutual 
funds in percentage of investment in 
this medium but, in the aggregate, they 
represent a not inconsiderable sum. If 
efforts within the life insurance industry 
are successful in amending present valu- 
ation criteria, there is plenty of room 
for even greater equity representation 
in even a small percentage of life in- 
surance’s $78 billion admitted assets as 


of the end of 1953. 


The mutual savings banks, face the 
problem of keeping surplus in line with 
a swelling deposit total and their initial 
steps into the common stock field have 
been motivated by this need. They have 
consequently attemptéd to select commit- 
ments which are as risk-less as possible, 
with assured dividends which enable 
them to keep pace in some measure with 
the attrition due to income taxes. While 
their participation may be liberalized 
somewhat, it is unlikely from the nature 
of their business and primary function 
that they will become really important 
market factors. Admitting that the Insti- 
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tutional Investors Mutual Fund, Inc., 
the New York State group investment 
medium, has been functioning less than 
a year, its total stock position at the 
end of 1953 was slightly more than $6 
million, while the New York Life In- 
surance Co. alone purchased $19 million 
in common stocks during the year and 
held $47 million at the same date. 


Educational institutions are having a 
difficult time to keep up with rising costs 
and are hard put to it to extract addi- 
tional gifts from wealthy donors. While 
their overall growth is slow, their place 
in the common stock markets has been 


steadily growing, indicated by the 
44.7% average investment shown in 
the table herewith, as compiled by 


Vance, Sanders & Co. With $788 million 
invested in common stocks by life com- 
panies and $360 million by colleges, 
this represents, even without mutual 
savings banks, a stake of more than $1.1 
billion in industry, with prospects of 
more to come. 


Prosperous READJUSTMENT? 


Industry leaders and economists, after 
fourteen years of war-induced high-level 
production figures, were cocking a wary 
weather eye at the business barometer 
a year ago, with special attention to 





INVESTMENT OF COLLEGE ENDOWMENTS 


Real 
Pfd. Common Estate, 





Institutions Total* Bonds Stocks Stocks Mtgs., Etc. Other 
Amherst College . $ 23,461,786 38.92 8.01 49.95 3.12 
California, Univ. of** 62,428,769 57.89 10.60 29.28 2.283 — — 
Cornell University; 58,532,872 50.13 3.08 46.79 —— —— 
Dartmouth College** __ 29,490,401 36.79 3.53 43.25 16.29 14 
Harvard University — 307,984,832 44.63 5.33 49.003 101 —— 
Mount Holyoke College** =ers 8,416,191 39.26 9.46 32.95 211 16.22 
Northwestern University{t .. 87,283,110 31.78 30 37.56 24.50 5.86 
Oberlin College** 27,450,980 37.65 17.58 30.98 11.90 1.89 
Pennsylvania, Univ. of _____. 45,010,946 25.46 10.73 49.26 67 13.88 
Princeton University 70,404,830 41.10 9.37 48.23 1.30 — 
Radcliffe College 8,439,561 46.79 8,28 4493 -—— —— 
Smith College 11,713,802 34.09 10.20 55.71 —— —— 
7 coe 7,055,577 26.20 5.23 67.96 61 — 
Vanderbilt University — . 88,137,000 29.10 4.11 37.84 24.26 4.69 
Williams College 19,304,821 32.54 15.51 47,96 3.99 — — 

Average _ $805, 115,478 41.22 6.45 44.73 5.73 1.87 


*Market values, unless otherwise indicated. 
**Book value. 


1954. Compiled by Vance, 
1953. Sanders & Co. 


+As of January 5, 
tAs of August 31, 
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books. A setback was certainly in the 
offing, according to nearly unanimous 
opinion. 

The prophets were right this time and 
we have since been going through one 
of the most orderly “readjustments” on 
record, as well as the best press-agented 
one. There have been a few predictions 
of dire results, far beyond the usually. 
expected “inventory reduction” stage, 
but thus far there has been no evidence 
of deflationary forces getting out of 
hand and spiralling madly downward. 


It is therefore enlightening to exam- 
ine reports filed during February and 
early March with the Department of 
Commerce on 1954 investment programs 
and sales expectations of American busi- 
ness, and then to read the preliminary 
Survey of Consumer Finances conducted 
by the Board of Governors of the Fed- 
eral Reserve System in cooperation with 
the Research Center of the University 
of Michigan.* 


The first report shows scheduled new 
plant and equipment investment at $27.2 
billion, only 4% below actual spending 
in 1953. Sales expectations compare 
quite favorably with 1953, the durable 
group facing an 8% shrinkage while the 
non-durables look for a 3% increase, 
with the exception of textiles and rubber. 
Of course, sentiment can change rapidly 
and affect over-all plans but, to quote 
from the Survey, “the picture that 
emerges from this latest survey of busi- 
ness investment intentions is one of 
comparative strength.” 


Turning next to the ultimate consumer 
as mirrored in the Federal Reserve 
sampling of financial position, economic 
prospects, and plans for purchasing dur- 
able goods and houses, we find that 
“consumers were somewhat less confi- 
dent about their personal financial 
prospects than they were a year ago.” 
Timing of prospective durable purchases 
appears to be set for the second half 
of the year and, while there is no dem- 
strable connection, the possibility occurs 


that this may be due to the expectation J 


of lower prices expressed by more than 
one third of those questioned. Fewer 
new motor cars were on the shopping 
list than one year ago but used car 
demand held up, although lower price 
tags were being sought. The tendency 
to latter half purchases also held in the 
new car group. It may be worth noting 
that plans to buy both used and new 








*Survey of Current Business and Federal Reserve 
Bulletin, March 1954. 
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swollen inventories and the husky total 
of $26.5 billion consumer credit on the 
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cars in 1954-55 combined were equal 
to the comparable two year sampling 
one year ago. The checks on durables 
seem to confirm the manufacturers’ esti- 
mates of lower levels, with furniture 
and major household appliances down. 
Refrigerators and television sets eased 
in preference while washing machines 
appeared steady. 











With respect to investment prefer- 
ences of consumers with 1953 incomes 
in excess of $3,000, it was found that 
the shift toward risk type assets from 
1949-52 was reversed during 1953, with 
savings accounts and Government bonds 
in the lead, the first such trend for the 
latter medium since the war. Real estate 
and common stocks both fell in esteem 
as investment media during 1953, but 
the latter remained the choice as_ be- 
tween these risk-type investments. 













Unless unemployment figures rise 
substantially from the latest estimate of 
around four and one half million and 
the public refuses to buy in normal 
degree, most observers appear to be- 
lieve that 1954 may turn out to be 
not such a bad year in volume and 
profits. Competition is going to be 
keener and tight cost control and greater 
eficiency will show management caliber. 
Certain informed observers, however, 
express their dislike of the programmed 
timing of the expected recovery and 
assert that it is unrealistic to expect 
that an overbought inventory position 
can be so easily and painlessly liquid- 
ated in twelve months. They believe that 
a greater degree of urgency must force 
a housecleaning, with some financial 
sacrifice, in order to clear the decks for 
a healthy return to more normal levels, 
and they consequently foresee the pos- 
sibility of a relatively short, but possibly 
sharp, period of liquidation which might 
at least temporarily halt the confident 
attitude generated by the, recent buoy- 
ant action of the stock market in pierc- 
ing the 300 level. 






















Bic-Ciry FINANCING 


In the over-all appraisal of munici- 
pal credit, “a well diversified economy” 
is the first criterion, with the following 
factors in this relative importance: 







1, Over-all tax supported net debt 
per capita, inclusive of schools, 
county, etc. 







2. Relation of over-all tax supported 
net debt to real estate and actual 
value. 


Percentage of real estate levy de- 
linquent at year-end. 


4. Percentage of annual interest and 
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principal requirements to reve- 
nues. 


5. Relation of over-all tax supported 
net debt to real estate assessment. 


These conclusions were determined 
through 180 questionnaires, 53% from 
municipal bond dealers, 37% from 
banks, insurance companies and invest- 
ment counselors, and 10% from munici- 
pal officials and public administration 
experts, compiled by the Girard Trust 
Corn Exchange Bank of Philadelphia. 
The purpose was to appraise the current 
and future debt and financial status of 
Philadelphia and the conclusion was 
that, while the current situation is satis- 























x Government 





x Municipal 





x Railroad 















Certificates 


x Investment 
Stocks 





















x Public Utility and 
Industrial Bonds 


x Equipment Trust 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 


factory, future borrowing might push 
debt into a “critical zone.” 


The whole subject of big city financ- 
ing is likely to receive more attention 
in the money markets during the next 
year or two because of the impending 
large volume of new issues to finance 
schools and municipal service facilities. 
In commenting on relative interest cost 
between general obligations and revenue 
bonds, the opinion was expressed that 
for some purposes, revenue financing 
could be done at relatively favorable 
rates only slightly higher than general 
obligations, but that if transit, dock or 
harbor bonds were financed as straight 
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revenue bonds, it could only be at com- 
paratively high rates. 


CONTINUED Money EASE SEEN 


A study by Bankers Trust Company, 
New York, on “Investment Funds — 
Supply & Demand” reaches two major 
conclusions: (1) Combined demands 
for long-term funds on the part of non- 
financial corporations, owners of real 


Kisco’ | 


AMERICAN VISCOSE 
CORPORATION 


Dividend Notice 


Directors of the American Vis- 
cose Corporation at their regular 
meeting on April 7, 1954, de- 
clared dividends of one dollar 
and twenty-five cents ($1.25) per 
share on the five percent (5%) 
cumulative preferred stock and 
fifty cents (50¢) per share on the 
common stock, both payable on 
May 1, 1954, to shareholders of 
record at the close of business on 
April 19, 1954, 


WILLIAM H. BROWN 


Secretary 
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Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 177 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 28 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 24 
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; The Board of Directors has 
4 authorized the payment of the 
4) following quarterly dividends: 
4 50 cents per share on the 
17 Common Stock; 

4 28 cents per share on the 
7 Preference Stock, 4.48% Con- 
; vertible Series; 

5 281% cents per share on the 
4 ©=Preference Stock, 4.56% Con- 
7 ~=vertible Series. 

; The above dividends are pay- 
4 «able April 30, 1954, to stock- 
4 holders of record April 5, 1954. 
«Checks will be mailed from 
4 the Company's office in Los 
4 Angeles, April 30, 1954. 

: 

‘ 

é 

é 

é 

* 


P. C. HALE, Treasurer 
March 19, 1954 
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estate, and state and local governments, 
plus net borrowing by the Federal Gov- 
ernment, are likely to decline materially 
in 1954, compared with the record de- 
mand in 1953. (2) The supply of in- 
vestment funds accruing to non-bank 
institutions is expected to remain close 
to peak levels of 1953. In summary, a 
larger volume of money will compete 
for a smaller volume of new issues with 
a resulting downward trend in interest 
rates. 


There is no indication that the 
growth of assets of savings banks, in- 
surance companies, savings and loan 
associations, pension funds, and state 
and local government investment ac- 
counts is slackening; also, there is little 
evidence that the recent sag in economic 
activity has materially curtailed the rate 
of personal saving. 


The Federal Government’s cash defi- 
cit is expected to decline in 1954. This 
appraisal of the financing requirements 
of the Federal Government makes 
allowance for reduction in excise taxes 
and for the tax reforms provided in 
pending legislation. It is admitted, how- 
ever, that until final action on tax legis- 
lation and appropriations are complete, 
the Federal Government estimates are 
subject to wide margin of error. 


Towarp Morteéace Liguipity 


At the initial auction sale of mort- 
gages on properties located in the 
Greater New York area, held at the 
Hotel Roosevelt ballroom on April 6th, 
69 sales with total turnover of $821,000 
were registered. An SRO crowd bid 
briskly for the 41 first and 28 second 
mortgages traded. This new member of 
the financial markets bears the title of 
New York Mortgage Exchange, Inc., 
and is operated by and as a division of 
the Lawyers Mortgage and Title Co. of 
that city. The current plan calls for two 
auctions a month and listings of prop- 
erties will be available two weeks in 
advance. 


First and second mortgages on all 
types of properties in the selected area, 
which includes Westchester, Nassau and 
Suffolk Counties, Northern New Jersey 
and nearby Connecticut, will be ac- 
cepted. The commission is 2% of the 
sale price, payable by the seller, and 
the buyer must post 5% upon purchase 
and the balance in 30 days, subject to 
title examination. Large blocks may 
benefit from a lower handling fee by 
prior agreement. 


Proposals for mortgage financing may 
likewise be offered through the facilities 


of the Exchange. It is hoped that trus. 
tee holdings of mortgages will be active. 
ly traded in this market, thereby im. 
parting a measure of convertibility 
which has been lacking until now. 


Savincs BanK DREAM? 


The more forward-looking leaders in 
the savings bank field have not given 


THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 


Common Stock 
No. 79, 20¢ per share 
payable on May 15, 1954, to holders of 
record at close of business April 21, 1954. 


Dare Parker 


April 1, 1954 Secretary 


[—NW/7 
DIVIDEND NOTICE 

haat 
The Directors of Accra i iaiail 
on March 23, 1954, declared a regular 
quarterly dividend of 25 cents per share, 
payable May 15, 1954, to holders of 
record April 27, 1954. 


* Operating Units x 
DAYSTROM FURNITURE DIVISION 
DAYSTROM INSTRUMENT DIVISION 

DAYSTROM ELECTRIC CORP. 
AMERICAN TYPE FOUNDERS, INC. 





PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 


Common Stock Dividend No. 153 


The Board of Directors on March 17, 
1954, declared a cash dividend for the 
first quarter of the year of 55 cents per 
share upon the Company's common 
capital stock. This dividend will be paid 
by check on April 15, 1954, to common 
stockholders of record at the close of 
business on March 2°, 1954. The 
Transfer Books will not be closed. 


K. C. Curistensen, Treasurer 





San Franoisco, California 


lif: 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 25 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
Twoand One-Half Cents (62 42¢) 
per share on the capital stock of 
the Company, payable on May 
15, 1954, to stockholders of 
record at the close of business 
April 15, 1954. 


R. E. PALMER, Secretary 
March 18, 1954 : 


Tn 


LLL UOLLLLULLUO ALL LORLUPURRELUGLOGLOS GLE LOAD OT GILT 


Ne OTT LULL LUM LLM CMLL LOLOL L 


TRUSTS AND ESTATES 





up the plan, discussed in these columns 
some months ago, of forming a common 
stock mutual fund for the little saver 
to purchase at the bank window. It is 
the firm conviction of those sponsoring 
the plan that no amount of promotion of 
the Monthly Investment Plan, launched 
by the New York Stock Exchange, can 
take the place of an investment fund 
with professional management. Selec- 
tion, supervision, and proper diversifica- 
tion are essential, in their opinion, if 
the little man is to sail his financial bark 
safely through the shoals of Wall Street. 





The savings banks, with permissive 
legislation in the states where savings 
banks are located, can supply the same 
retail distribution of equities, they con- 
tend, as does the post office in the sale 
of Savings Bonds. They are looking for- 
ward to the day when savings bank de- 
positors will be served in three ways at 
the teller’s window: savings, earning 
from 2 to 3% annually, life insurance 
for family protection, and a common 
stock investment fund, yielding from 4 
to 5% annually, selected from the bluest 
of blue chips and closely supervised. 


Business Established 1818 


Market Activity Risinc 


Both institutions and individuals have 
been active in the stock market since the 
first of the year and investment firms 
have little fault to find with volume. As 
yields in bonds have declined, institu- 
tions have found their income require- 
ments less satisfactorily met. 


Much of the increased demand from 
individuals is coming from small busi- 
nessmen, who apparently are investing 
funds accumulated as a_ secondary 
business reserve. With prices of raw 


BROWN BROTHERS HARRIMAN & Co. 


NEW YORK 


PARTNERS 


Davip G. ACKERMAN 
MoreEAu D. BROWN 
THATCHER M. BROWN 
Prescott S. BUSH 
Louris CurTIS 
E. R. HARRIMAN 
STEPHEN Y. HorD 
F. H. KINGSBURY, JR. 
ROBERT A. LOVETT 
THOMAS MCCANCE 
Ray Morris 
H. D. PENNINGTON 
L. PARKS SHIPLEY 
KNIGHT WOOLLEY 
W. A. HARRIMAN 


Limited Partner 


FACILITIES 


Deposit ACCOUNTS 
LOANS * ACCEPTANCES 


COMMERCIAL LETTERS 
OF CREDIT 
BROKERS FOR 
PURCHASE AND SALE 
OF SECURITIES 
CusTopby OF SECURITIES 


INVESTMENT 
ADVISORY SERVICE 


PRIVATE BANKERS 
BOSTON 


PHILADELPHIA 


Statement of Condition, March 31, 1954 


ASSETS 


CASH ON HAND AND DUE FROM BANKS 
UNITED STATES GOVERNMENT SECURITIES . 


STATE, MUNICIPAL AND OTHER 
PUBLIC SECURITIES 


OTHER MARKETABLE SECURITIES 
LOANS AND DISCOUNTS . 


CUSTOMERS’ LIABILITY ON ACCEPTANCES . 


OTHER ASSETS 


LIABILITIES 


. $186,345,522.56 
8,603,000.00 $194,948,522.56 


DEPposirs—DEMAND 
DEPosITS—TIME 


ACCEPTANCES: LESS AMOUNT IN PORTFOLIO . 


ACCRUED INTEREST, EXPENSES, ETC. 
RESERVE FOR CONTINGENCIES . 
eee ea a 
SURPLUS . 


2,000,000.00 
. 12,345,283.54 


. $ 52,927,653.93 
57,618,253.89 


51,327,648.72 
4,998,249.78 
44,812,160.24 
13,113,117.53 
1,168,159.72 
$225,965,243.81 


14,874,591.52 
296,846.19 
1,500,000.00 


14,345,283.54 
$225,965,243.81 


As required by law $1,600,000 U.S. Government securities are pledged to secure public deposits. 


Licensed.as Private Bankers and subject to examination and regulation by the Superintendent of Banks of the State of New York 
and by the Department of Banking of the Commonwealth of Pennsylvania. Subject to supervision and examination by the Commis- 


sioner of Banks of the Commonwealth of Massachusetts. 


Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 
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and semi-finished materials subject to 
inflationary pressures, these funds 
stayed in the bank but now, according 
to bankers, are going into high-grade 
commons, avoiding issues whose divi- 
dends are less assured during the re- 
cession. 


Security Distrisution — 1954 


Television has finally caught up with 
the securities distribution business. At 
least it looks that way, to judge from 
the first closed-circuit program staged 
for this purpose on March 16th by the 
Sheraton Corporation of America in 
six of their hotel ballrooms as widely 
separated as Boston and Chicago. The 
occasion was announcement of the $3 
million plus bond issue of the Corpo- 
ration, underwritten by the New York 
Stock Exchange house of Paine, Webber, 
Jackson and Curtis. 


Special closed-circuit programs for 
business or scientific purposes have in 
the recent past created public interest 
but their showing in movie houses has 
entailed increased costs or choice of 
morning time to avoid conflicting use 
of facilities. One feature of this new 
showing, in addition to its entertain- 
ment value and demonstration of four 
different corporation programs slanted 
toward sales or public relations angles, 


Do You Want 


The Facts 


on PREFERRED 
STOCKS? 


Specially fitted buses with a small board room where prices of some seventy stocks will 
be posted, two consultation rooms, and a driver’s compartment, have been put into operation 
by Merrill Lynch, Pierce, Fenner & Beane, for use in the suburbs of Newark, N. J., Boston 


and Chicago. Each bus will spend one day a week in each of five communities. 


was that viewers in any of the six audi- 
ences could reecive immediate answers 
to their questions, a factor of potentially 
immense importance in issues which call 
for real selling. One waggish member of 
the financial community even prophe- 
sied that some day security offerings 
might be rated by the merit of their 
television presentation programs. 


Three mobile busses, specially 
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PREFERRED STOCK 
GUIDE 
March, 1954 


Kidde 
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Our new Preferred Stock Guide, 


in tabular form for quick 
reference, gives you the Yields, 
Sinking Funds, Conversion 
Features, Legality and other 
data on a broad list of 
Industrial, Public Utility and 
Railroad Preferred Stocks. 


This excellent guide is avail- 
able to both institutional 
and individual investors. For 
a free copy, write us on 
your letterhead. 


Kidder, 
Peabody 
& Co. 


FOUNDED 1865 
Members New York and 
American Stock Exchanges 


Members Boston and 
Midwest Stock Exchanges 


17 Wall St., New York 5, N.Y. 
Uptown Office: 10 E. 45th St. 
New York 17, N. Y. 


Boston CuicaGo PHILADELPHIA 


equipped with board room, two-way 
communication, and private offices are 
already operating on schedule out of 
Newark, Boston and Chicago for Mer- 
rill Lynch, Pierce, Fenner and Beane. § 
While they will probably serve primarily 
as an aid for the merchandising of the 
Stock Exchange’s MIP Plan, larger 
business will be served, too. This is in- 
deed bringing Wall Street to Main 
Street! 


MutvuaL Trust Funp Law Passep 


Governor Dewey has signed the bill 
creating the Mutual Trust Investment 
Co. for the purpose of pooling trust 
investment funds which originate with 
smaller banks in New York State. 


There are only 25 Common Trust 
Funds under the management of New 
York trust companies. Some 236 other 
institutions, according to the NYSBA 
Trust Division, would find centralized 
services of this nature useful to handle 
their smaller accounts. The company 
will operate on a non-profit basis and 
is designed to provide diversification 
and a better yield for the smaller bene- 
ficiary than would otherwise result. 
When sufficient size to achieve maxi- 
mum operational efficiency is reached, 
it is estimated that costs will range 
around one quarter of one per cent. 


DOW-JONES AVERAGES 


ApPR.1 Mar.1 Apr. 
1954 1954 1953 
30 Industrials 306.27 296.55 280.09 
20 Railroads 102.07 102.02 107.32 
15 Utilities 56.19 54.70 52.27 
65 Stocks 114.96 112.41 109.79 
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HE 100 DISCRETIONARY AND 23 

legal-type common trust funds that 
included preferred stocks in their 1953 
portfolios held, in the aggregate, 521 
jssues representing 376 different com- 
panies, according to a study made by 
the staff of TRusts AND Estates. Forty- 
five per cent of the issues and 31% of 
the companies were public utilities. In 
this field occurred the greatest gain 
(23%) in the number of fund hold- 
ings. Thirty additional issues appeared 
in the 1953 utility list, and many issues 
formerly included were held by a larger 
number of funds. Industrials form the 
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52.27 
)9.79 


second largest group of holdings, but 
second in growth for the year was the 
finance group. Insurance, banking and 
loan company holdings advanced 15% 
in number. 

Thirty-seven issues which were in- 
cluded in the list compiled from the 
1952 annual reports of the funds do 
not appear in the 1953 holdings, and 
49 new ones have been added. The 
latter have been marked with an asterisk 
in the accompanying list. 


Among the 100 discretionary funds 
that held preferred stocks in 1953 the 
quantities varied from less than one 
per cent to 35% of the respective port- 
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521 PREFERREDS IN COMMON TRUST FUNDS 


folios. Half of these funds, however, 
placed 10% or less of their total hold- 
ings in preferreds, and nearly a third 
held between 11% and 16%. Among 
the legal-type funds there was a greater 
range — from 1% to 54% — half of 
them holding 25°% or less of preferreds. 


In volume, the 23 legal-type funds 
held in the aggregate $29 million of 
preferred stocks and the 100 discre- 


COMMON TRUST FUNDS 


COMPARATIVE VOLUME AND ASSET COMPOSITION 
AS PER CENT OF EACH TOTAL FUND 
AS OF OCTOBER 31,1953 
(OM MARKET VALUES) 


DISCRETIONARY 
FUNDS < 


ERA OTHER BONDS 
[J BANK @ INSURANCE COMMON STOCKS 
GE casn 


U.S.GOVERNMENTS 
EAZa} PREFERRED STOCKS 
GERBB OTHER COMMON STOCKS 
CJ miscettancous 





Composition of common trust funds in New 
York State, as shown in recent Banking 
Department annual report. 





PREFERRED STOCKS IN COMMON TRUST FUNDS 


( *indicates addition to list; indicates convertible issue) 



















tionary funds $118 million. This repre- 
sents an over-all gain of $18 million 
over the $129 million reported a year 
ago for 109 common trust funds which 
at that time had reported preferred 
holdings. The increase, however, repre- 
sents the larger number of funds in 
operation and the larger volume of the 
established funds, rather than any in- 
crease in the proportion of preferreds. 


The preferred stocks held by the 100 


discretionary common trust funds were 


13% of an aggregate portfolio of 
$910 million. Bonds totalling $379 
million represented 42%, common 


stocks at $401 million were 44%, with 
the remaining $12 million, consisting of 
mortgages, savings accounts and cash 
balances, accounting for 1%. 


In the “legal” funds the preferred 
stocks represented 25% .of the total 
combined portfolio. Common _ stocks 
were held to the extent of $25.5 million 
or 23% of the total, and bonds made 
up 49% with a total of $55 million, 
with the remaining 3% in cash and 
mortgages. 


In the list which follows, the numeral 
after each issue indicates the number of 
funds in which that issue is held. 


































FINANCE Armstrong Cork} 4 4- (E.I.) du Pont de Nemours 3.50 7 Rite: Ss: os eee 
Allied Fi : Armstrong Rubber 4% 1 (E.I.) du Pont de Nemours 4.50 22 (R.)} Hoe & Ca 145° bes 
ied Finance 5% — 1 Atlas Powder} 4 6— (Thomas A.) Edison 6% ~~ 1 Hollingsworth & Whitney 4 .. 2 
American Investment Co. 5% —.. 4 Beatrice Foods 3% _....._ 1 Ekeo Products 4% __. : Hooker Electrochemical*} 4.20 . 9— 
Beneficial Loan} 3.25 ____.. 1" Beatrice Foods* 4% — 2 Endicott Johnson 4 —--____. 3 Hooker Electrochemical 4.25 ___. 1 
aes are 7 8 (A.S.) Beck Shoe 4% 1 Firestone Tire & Rubber 4% _ 9 Horn & Hardart 6 —_______ 4 
Satay ygenee ellen gl nama 1 Bell & Howell 44% 0 COidStsé@F‘diinttcote 4.00 -.- «42 Houdaille-Hershey 2% __ 1 
=? aes 4% 1 Bethichen Steel 7 12 Food Machinery & Chem.7j 3.25 — 2 Hudson Pulp & Paper 5 1 
amily Finance 1 Ba 1 Borg-Warner 31% _..__ 8 Food Machinery & Chem. 3.75 — 11 Hudson Pulp & Paper 5.12 ___. 2 
Fireman’s Ins. of Newark 4.00. 1 Bristol-Myers 3% sid Fruehauf Trailer 4.00 6 Ment Pane 2 oo 1 
Globe & Rutgers Fire Ins. 4.64 . 3 Canada Dry Ginger Ale+ 4.25 _. 1~ Gardner-Denver 4.00 Ingersoll-Rand 6 ——_.. — $ 
Household Finance 3% me @ Carnation Ca. 8% — 11 General Baking 8.00 _. Interchemical Corp. 4% _.. PP 
Household Finance EE tes Gees QS. a General Cable 4.00 International Harvester 7 23 
 remage lhc 4.40 7 Caterpillar Tractor 4.20 — 9 General Foods 3.50 —----...-.-- International Min. & Chem. 4 — 12 
arine Midland Corp.j 4% ——.. 4 SR AT aE aie General Mills} 3% International Nickel 7 — 1 
ngs Casualty 2.10 seams 5 Champion Paper & Fibre 4.50 _ 3 General Mills 5 —. International Paper 4 _- 3 
arr American Investors* 1.50. 1 Chatham Mfg. 4 1 ‘General Motors 3.75 — Jones & Laughlin Steel 5 1 
co wo Pinta sae Insur.¢ 2.00 .. 2 Chicago Pneumatic Tool} 3.00 _. 1 General Motors 5 —......- Kaiser Aluminum & Chem.* 5 _. 1 
aha inance* 5.75 —____.__ 2 RO EN ae rt 1 General Packaget 4% Kaede Ge; 456.2 2 
T vay \mericant 4 —___ 1 Clinton Foods} 4% ceo alee re General Shoe 3% —.... Koppers Co. 4 5 
ri-Continental Corp. 6 3 Colgate-Palmolive 3.50 si General Time 4%... 1 Liquid Carbonic} 3% = 
U. S. & Intl. Securities* 5 _. 1 Container Corp. of Amer. 4 4 General Tire & Rubber} 3% —_ 1 Lowenstein & Sons 4% 1 
Continental Baking 5.50 1 General Tire & Rubber 44%, __. 2 (P.R.) Mallory* ¢— 4% oo 
INDUSTRIALS Continental Can. 3.75 9 Godchaux Sugars EE Adascdetetladssithicaet 2 Marathon Corp. ea a 1 
Continental Canj 4.25 3 Golden State Co., Ltd.7 4 1 Mathieson Chem.f 4% —_ 12— 
Abbott Laboratories} 4 9- Cook Paint & Varnish 3.00 __. 1 Goodyear Tire & Rubber 5 3 McQuay Norris Mfg.j 4% 1 
Air Reduction} 4.50 —....- 11 Corn Products Refining 7 __. 9 Gould Nat’l. Batteries} 4% _.. i> eet Cow. 45 ...2.s. 2 
Allegheny Ludlum Steel} 4.375 _. 3 Corning Glass 3% __.......... 1 Great Western Sugar 7 — —..... 2 Melville Shoe* 4.75 —.. 1 
Allis Chalmers Mfg.¢ 3%4 2 Cede Oe OU Ec re Griesedieck West. Breweries 5 — 1 Merck & Co. 3.50 —-.-_.--- 4 
Aluminum Co. of Amer. 3.75 —.. 13 Crown Cork & Seal 2.00 8 Hanes Knitting 6 1 Merk 6 Ont 4.2. 20~ 
American Brake Shoej 4 __.. 10 Crown Zellerbach 4.20 __. Ra (Ay Beate 436. 2. 8 Merck & Co.* 4.26 — —..........- eas 
American Can 7 _..___ 18 Davison Chemical Corp.} 4.60 _. 2— Harbison-Walker Refractories 6. 1 Minneapolis-Honeywell Reg. 3% 9” 
American Cyanamid} 3% _. 1 Deere & Co. 1.40 eee Harshaw Chemical} 4%4 —.. 2— Minnesota Mining & Mfg. 4.00 — 5 
Amer. Machine & Foundry 3.90. 1 Diamond Alkalif 4.40 — q- CE.) SROR. BAS ceccice 2 National Biscuit 7 -—--.-...... 
Amer. Potash & Chem. 4 1 Diamond Ice & Coal 5 ___. 1 Hercules Powder 5 — 4 National Container 1.25 __... 
Amer. Rad. & Stand San. 7 ___ 1 Diamond Match 1.50 _.._ 7 Hershey Chocolate* 2% — 1 National Cylinder Gas 4% 
Amer. Smelt & Refin. 7 __ 12 Pinte Deer? Boo a Hershey Chocolate 4%, —..... 6 National Distillers Prod.j 4%  . T— 
Anchor-Hocking Glass 4 3 Dow Chemical 4.00 ______ 9 Heyden Chemical 3% 2 National Gypsum 4% 0... 8 
Armstrong Cork 3.75 —. 7 Dresser Industries} 334 2 —~ Heyden Chemical} 4.375 ~....1~ National Lead 6 ~~~... 7 

































































rational i000 9. 
National Supply 4% 
Oliver Corp.t 4% 
Pabco Products} 4 ae, 
Pan Amer. Petrol. & Transp. 4. 
Penna. Glass Sand 5 . 
Pet Milk 4% ns 
(Chas.) Pfizer & Co.+ 
Phileo Corp. 2% 
Philip Morris 3.90 
Philip Morris 4 
Quaker Oats 6 
Rudio Corp. of Amer.+ 
Ralston Purina 3.75 
Rayonier, Inc. 2.00 
Remington Rand 4.50 
Republic Steelt 6 
Rheem Mfg.+ 4.50 
Robbins Mills} 4.50 
Rohm & Haas 4 
Safeway Stores 4 e 
Safeway Storest 4.50 
Scott Paper 3.40 
Scott Paper 4 
Servel, Inc. 4.50 . 
Sharp & Dohme 4.25 - 
Sherwin Williams 4 
South Porto Rico Sugar 8 
Spencer Chemical*} 2.25 
Spencer Chemical? 4.50 
Standard Brands 3.50 
Sterling Drug 3.50 
Sylvania Elect. Prod. 4 — 
Sylvania Elect. Prod.} 4.40 
Talon, Inc. 4 —a 
Thompson Products 4 
Tung Sol Elect.7 5 
United Aircraft? 5 
United Biscuit of Amer. 4.50 
United Shoe Maéchinery 6.00 

. Gypsum 7 ate 

. Piywood 8.76 A .—§ 

“o. . ae \, Ea 

. Rubber 8 ~ 

. Smelting & Refining 

. Steel 7 = 
Victor Chemical Works 3.50 _ 
Victor Chemical Works* 4 
Wesson Oil & Snowdraft} 4 
W. Va. Pulp & Paper 4.50 
Westinghouse Elect. 3.80 
Woodward & Lothrop 5 
York Corp. 4.50 


3.50 


MERCHANDISING 


Allied Stores 4 

American Bakeries* + 4% 
Associated Dry Goods 5% 
Bullocks, Inc. 4 

Carson Pirie Scott 4% 

City Storest 4% 

Colonial Stores 4 —_.. 

Edison Bros Stores 4% catia 
Federated Dept. Stores 44 
Food Fair Stores 4.20 

Gimbel Bros. 4.50 a 

(W.T.) Grant 3% —..... 
Grayson-Robinson Stores* 7 2. 25 
Halle Bros. 2.40 .. 

Hecht Co. 3% 

Jewel Tea 3% 

Lane Bryant 4% 

Lerner Stores 4% = 

(R.H.) Macy & Co. 4% 
Marshall Field 4% - 

May Dep’t. Stores 3.75 -.... 
May Dep’t. Stores 3.75 (Ser. 1947) 
McCrory Stores} 3.50 —...... 
Montgomery Ward 7 —...... 
Moore-Handley Hardware rj ‘ 
(G.C.) Murphy 4% ~~... 
National Teat 4.20 — 
Neisner Bros. 4% -—...................... 
(J.J.) Newberry 3% 


PETROLEUM 


Ashland Oil & Refining 1.50 
Ashland Oil & Refining 5 - 
Atlantic Refining 3.75 

Chicago Corp.} 3.00 ~ od 
General Amer. Oil of Texas” 6 - 
Kirby Petroleum* 0.50 

Pure Oil 5 

Standard Oil of Ohio 3.75 __ 
Sun Oil 4.50 

Sunray Oil 4.50 

Sunray Oil* + 5.50 

Union Oil of Calif. 3.75 — “si 
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Pustiic UTirities 


2g9— Alabama Power 4.20 
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Alabama Power 4.60 

Amer. Natural Gas* 6 _... 
Appalachian Elect. Pwr. 4% 
Atlanta Gas Light 4% 
Brooklyn Union Gasj 5 -........ 
California Oregon Pwr. 4.70 
California Oregon Pwr. 6 

(Ser. 1926) Beste. 
California Oregon Pwr. 7 
Carolina Power & Light 5 
Central Hudson Gas & El.* 4.75 
Cent. Illinois El. & Gas 4.10 
Cent. Illinois Light 4% — ; 
Cent. Illinois Pub. Serv.* 4.92 : 
Cent. Illinois Pub. Serv. 5% 
Cent. Louisiana Elect. 4% 
Cent. Telephone 2.50 7 
Cincinnati Gas & Elect. 4 
City Water Co. of 

Chattanooga 5 " 
Cleveland Elect. Illum. 4.50 .. 
Coast Counties Gas & El. 

Coast Counties Gas & El. 4.80 _.. 
Columbus & So. Ohio Elect. 4%4 
Commonwealth Edisony 1.32 
Commonwealth Edison; 1.40 
Conn. Light & Power 2.00 
Conn. Light & Power 2.04 
Conn. Light & Power 2.20 
Consol. Ed. of N. Y. 5 

Consol. Gas El. Lt. & 

Pwr., Balti. 4 = 
Consol. Gas El. Lt. & 

Pwr., Balti. 4% 
Consumers Power 4.50 
Consumers Power 4.52 
Dallas Power & Light 4.24 
Dallas Power & Light 4% 
Dayton Pwr. & Lt. 3.75 A 
Dayton Pwr. & Lt. 3.75 B 
Dayton Pwr. & Lt. 3.90 
Delaware Pwr & Lt. 3.70 — 
Delaware Pwr. & Lt. 4.00 - 
Delaware Pwr. & Lt. 4.56 
Duquesne Light 3.75 
Duquesne Light 4.00 
Duquesne Light 4.15 
Durham Telephone 6 
El Paso Natural Gas 
El Paso Natural Gas 
El Paso Natural Gas 
El Paso Natural Gas 
El Paso Natural Gas* 5. 65 
Equitable Gas* 7 4.50 
Florida Power 4.00 
Florida Power 4.60 
Florida Power 4.90 .. .... 
Florida Power & Light 4.50 
General Telephone of Pa. 2.10 — 
General Telephone of Pa. 2.25 — 
General Telephone of Pa.+ 4.40 
General Telephone of Pa.{ 4.75- 
Gen’l Tele. of Southwest* 5% 
Georgia Power* 4.92 
Georgia Power 5.00 
Georgia Power 6.00 
Gulf Power 4.64 _. 

Gulf States Utilities 4.20 

Gulf States Utilities 4.40 

Gulf States Utilities 4.44 
Houston Lighting & Power 4 _. 
Houston Natural Gas 5 ___... 
Idaho Power 4 : 

Illinois Power 4.08 

Illinois Power 4.26 _ 

Illinois Power* 4.42 

Illinois Power 4.70 

Indiana & Michigan Elect. 4% 
International Utilities* 1.40 __. 
Interstate Power 4.70 .. -...... 
Iowa-Illinois Gas & Elect.* 4.36 
Jersey Central Pwr. & Lt. 4 
Kansas City Pwr. & Lt. 3.8 
Kansas City Pwr. & Lt. 4 
Kansas City Pwr. & Lt. 4% 
Kansas-Nebraska Natural Gas 5 
Kansas Power & Light* 5 
Kentucky Utilities 4% 000 
Lone Star Gas* ~ 4.75 —........ 
Long Island Lighting 5 

Long Island Lighting 5% A 
Long Island Lighting* 5.25 C — 
Louisiana Pwr. & Lt.* 4.96 __ 
Louisville Gas & Elect. 5 
Metropolitan Edison 3.80 
Metropolitan Edison 3.90 
Metropolitan Edison 4.35 
Metropolitan Edison 4.45 


a 


_ 
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Minneapolis Gas 5 
Minneapolis Gas 5.10 
Minneapolis Gas 5.50 
Mississippi Power 4.60 
Missouri Power & Light 3.90 __ 
Monongahela Power 4.40 
Monongahela Power 4.50 
Monongahela Power 4.80 
Narragansett Elect. 4% 
New England Power 6 
N. J. Power & Lt. 4 
N. J. Power & Lt. 4.05 
New Orleans Pub. Serv. 4% - 
N. Y. State Elect. & Gas 3% 
N. Y. State Elect & Gas* 4.40. 
N. Y. State Elect. & Gas 4% 
Niagara Mohawk Power 3.40 
Niagara Mohawk Power 3.60 
Niagara Mohawk Power 3.90 
Nor. Ind. Pub. Serv. 4% 
Nor. Ind. Pub. Serv.* 4% 
Nor. Ind. Pub. Serv.7 4.56 
Northern Nat. Gas* 5% —_...... 
Northern States Pwr. 3.60 
Northern States Pwr. 4.10 
Northern States Pwr. 4.80 
Ohio Edison 3.90 
Ohio Edison 4.40 
Ohio Edison* 4.44 
Ohio Edison 4.56 
Ohio Power* 4.40 
Ohio Power 4.50 SS) AE 
Oklahoma Gas & Elect. 4 
Oklahoma Gas & Elect. 5% 
Okiahoma Natural Gas 2.46 
Oklahoma Natural Gas 4.75 
Oklahoma Natural Gas 4.92 
Pacific Gas & Elect. 4.80 
Pacific Gas & Elect. 5 _ 
Pacific Gas & Elect. 5 
Pacific Gas & Elect. 6 
Pacific Lighting 4.50 
Pacific Lighting* 4.75 
Pacific Tel. & Tel. 6 A ae 
Panhandle East. Pipeline 4 _.. 
Peninsular Tel. 1.00 
Penna. Elect. 3.7 
Penna. Elect. 4.05 
Penna. Elect. 4.40 
Penna Elect. 4.70 
Penna. Power 4.24 
Penna Power 4.25 .- 
Penna. Pwr. & Lt.* 
Penna. Pwr. & Lt. 
Penna. Pwr. & Lt. 
Penna. Pwr. & Lt. : 
Penna. Telephone 2.10 
Penna Telephone 4.50 
Penna. Water & Pwr. 5.00 
Philadelphia Elect. -1.00 
Philadelphia Elect. 3.80 
Philadelphia Elect. 4.30 
Philadelphia Elect. 4.40 
Philadelphia Elect.* 4.68 . 
Philadelphia Sub. Water 3.65 —_. 
Philadelphia Sub. Water* 4.95 .. 
Potomac Edison 4.70 
Potomac Elect. Pwr. 3.60 -. 
Potomac Elect. Pwr. 3.60 
Public Service of Colo. 4% 
Public Service of Colo. 4% 
Public Service of Ind. 3% 
Public Service of Ind. 4.32 
Public Service of Ind.* 4.90 
Public Service of N. H. 3.35 
Public Service of Okla. 4 
Public Service El. & Gasj 1.40. 
Public Service El. & Gas 4.08... 
Public Service El. & Gas 4.70 
Rochester Gas & Elect. 4 
Rochester Gas & Elect. 4.10 
Rochester Gas & Elect. 4.75 
Rochester Telephone 5 
San Diego Gas & Elect. 4.40 
San Diego Gas & Elect. 4.50 
San Diego Gas & Elect. 5.00 
San Jose Water Works 4.75 A - 
San Jose Water Works 4.75 B - 
San Jose Water Works} 4.70 
Savannah Elect & Pwr.* 5.36 
Scranton Elect. 3.35 
Scranton Elect. 4.40 
Scranton Spring Brook 

Water 4.10 een ae 
Sierra Pacific Power 6 
South Pittsburgh Water 4% 
Southern Calif. Edison Original. 
Southern Calif. Edison 4.08 
Southern Calif. Edison 4.32 — .. 
Southern Calif. Edisont 4.48 —— 
Southern Calif. Edison 4.88 
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Southern Indiana Gas & 

Elect. 4.80 ___.. Slain 
Southern Union Gas 4. 25 
Southern Union Gas 5 
Southwestern Elect. Serv. 4.40 _ 
Southwestern Pub. Serv. 
Southwestern Pub. Serv. 

Tampa Elect. 4.32 

Tenn. Gas Transmission 

Tenn. Gas Transmission 

Tenn. Gas Transmission 

Tenn. Gas Transmission 

Tenn. Gas Transmission 

Tenn. Gas Transmission 

Tenn. Gas Transmission a 
Tenn. Gas Transmission* 5. 85 
Texas Eastern 

Transmission} 
Texas Eastern 

Transmission? 
Texas Eastern 

Transmission* 
Texas Elect. Serv. : 
Texas Elect. Serv. 4.56 Se 
Texas Elect. Serv.* 4.64 
Texas Gas Transmission 5.40 - 
Texas Power & Light 4.56 ___ 
Texas Power & Light* 4.84 
Toledo Edison 4.25 
Transcontinental Gas 

Pipe Line 2.55 
Trunkline Gas* 5.00 
Union Elect. of Mo. 

Union Elect. of Mo. 3.70 
Union Elect. of Mo. 4.00 _.._ 
Union Elect. of Mo. 4.50 —_... 
Virginia Elect. & Power 4.20 _ 
Virginia Elect. & Power 5 
Washington Gas Light 4.25 
Washington Gas Light? 4.50 
West. Penn. Power 4.10 

West Penn. Power 4.20 

West Penn. Power 4.50 

West Texas Utilities 6.00 
Wisconsin Elect. Power 3.60 
Wisconsin Elect. Power 6 
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TRANSPORTATION 


Alabama Great Southern 6 
American Airlines} 3.50 
Atchison, Topeka & S. Fe 5 
Atlanta & Charlotte 
Airline R.R. 9 
Atlantic Greyhound 4 - SSS 
Carolina, Clinchfield & Ohio . ie 
Chesapeake & Ohio Rwy.7 , 
Chicago, Rock Island & 
Pacifict 5 — 
Denver, Rio Grande = 
Westerny 5 
Greyhound 4% ‘ : 
Kansas City Southern | Rwy. 4 ” 
New York, Chicago & 
St. Louis 6 
Norfolk & Western 4 ___ 
North Penna. R.R. 4 _.. 
Norwich & Worcester R.R. 8 ~~ 
Phila., Germantown & 
Norristown R.R. 6 
Pitts., Ft. Wayne & 
Chic. R.R. 7 
Reading Co. 4 Ist 
Reading Co. 4 2nd 
Union Pacific R.R. 4 - 
United Air Lines} 4.50 —_. 
United N. J. R.R. & Canal Gta. 
Virginian Railway 6 
Western Pacific R.R. 5 
Wheeling & Lake Erie R.R. _... 


MISCELLANEOUS 


American Snuff 6 
American Tobacco 6 
American Viscose 5 
Avondale Mills 4.50 
Burlington Mills 4 
Celanese Corp. of Amer.j 4% 
Celanese Corp. of Amer. 7 
Cluett Peabody* f 4 —....... 
Cluett Peabody 7 ....... 
Dan River Mills 4.50 

(Geo. W.) Helme 7 


Liggett & Myers Tob. 7 ~~. 11 


(P.) Lorillard 7 ~~~ 
May-Stern 5 


8 


(R.J.) Reynolds Tobacco 3.60 — 11 


(R.J.) Reynolds Tobacco 4.50 - 
Universal Leaf Tobacco 8 ——— 
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Territory Served by P.G.&E. 


P.G. & E.’s 62,300 miles of electric 
power lines and 15,350 miles of gas 
pipe lines serve 2,729,168 Northern 
and Central California customers. 


HIGHLIGHTS OF THE YEAR’S OPERATIONS 


Gross operating revenues reached a new 
peak of $364,105,000, exceeding those of the 
previous year by $50,120,000, or 16.0%. The 
electric rate increase placed in effect late in 
1952 was a major factor contributing to this 
large gain in revenues. 


Sales of electricity totaled 14,770,000,000 kilo- 
watt-hours, and sales of gas 227,052,000,000 
cubic feet, exceeding those of the previous 
year by 10.0% and 3.2%, respectively. Sales 
were adversely affected by reason of the gen- 
erally warmer weather which prevailed during 
most of the year. 


In addition to sales to our customers, we trans- 
ported 460,000,000 kilowatt-hours of electric- 
ity for the account of others, and 55,980,- 
000,000 cubic feet of gas for use in our steam- 
electric generating plants and for other Com- 
pany uses. 


We experienced a net gain of 101,379 cus- 
tomers, and at the year-end we were supplying 
service to 2,729,168 customers in all branches 
of our operations. It was the seventh con- 
secutive year in which we have added more 
than 100,000 customers. 


Expenditures for expanding and enlarging our 
facilities for serving the public totaled $197,- 
000,000 for the year, bringing to $1,174,000,000 
the amount spent by the Company for this 
purpose since the close of World War II. 


Net proceeds derived from the sale of secur- 
ities for financing our construction program 
amounted to approximately $129,250,000, 
such proceeds exceeding the par value or 
face amount of the securities issued by over 


$15,000,000. 


Apri 1954 


The number of those participating in the own- 
ership of the Company passed the 200,000 
mark for the first time in 1953. At the year- 
end we had 207,083 stockholders of record, an 
increase of 8,753 compared with the end of 
the previous year. 


The Company was one ofa five-company study 
team which formed a jointly owned firm to be 
called Nuclear Power Company, having as its 
ultimate goal the harnessing of atomic energy 
for the production of electric power. 


7 A 


Preliminary steps were taken toward the ac- 
quisition, by an exchange of stock, of Pacific 
Public Service Company. Its principal sub- 
sidiary, Coast Counties Gas and Electric Com- 
pany, serves gas and electricity in areas within 
and contiguous to our field of operations. 


The expected improvement in our earnings 
materialized, net earnings for the common 
stock amounting to $3.12 a share, compared 
with $2.52 in the previous year, both based 
upon the average number of common shares 
outstanding in the respective periods. 


7 + 


Eanes reached more satisfactory levels, reflecting the benefit of a full calendar year under the 
higher electric rates which became effective late in 1952. This should prove beneficial to all concerned. 
The confidence of the investing public and the financial strength resulting therefrom supply the best 
assurance that we can adequately serve our customers and provide properly for our employees. 

The democratic character of the ownership of modern corporations is often overlooked. Anyone, 
regardless of race, creed or national origin, can freely participate in such ownership upon the pur- 
chase of a single share of stock. Yet, many apparently still believe the privilege of stock ownership 
is restricted in some manner. A broader base for the ownership of American industry will do much 
toward a better understanding of our economic system. To this end, the efforts of security exchanges 
and security dealers to promote a broader ownership of industry are to be highly commended. 


President 


PACIFIC 
GAS & ELECTRIC 
COM PANY 


245 MARKET STREET 
SAN FRANCISCO 6, CALIFORNIA 


If you'd like to know more about P.G. & E. write: K. C. Christensen, 
Treasurer, 245 Market Street, San Francisco 6, California, 
for a copy of our Annual Report. 
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the secret behind Automatic Refrigeration... 


ROST insulates ... and this fact has 
long been a major problem to refrig- 
eration engineers. 


For in the ordinary refrigerator, frost 
builds up around the cold coils that sup- 
ply the cooling power, and the cooling 
power is cut down. Then, whether the 
frost is removed by shutting off the 
refrigeration, or by adding heat in addi- 
tion to speed the process, the unhappy 
effect is the same—the level of cold is 
destroyed . . . temperatures rise in both 
the freezer and fresh food compart- 
ments, and quality and freshness suffer. 


In finally cracking the problem of 
removing frost without removing cold, 
Philco engineers took an entirely new 
approach to refrigeration — 


They gave separate cooling to the 
freezer and fresh food compartments. 
They installed an insulated vapor barrier 


ANOTHER FIRST FROM e i ; LC 


to make each compartment independent 
of the moisture (or frost) in the other. 
And they developed the amazing True- 
Zone plate—a new kind of cooling coil 
in the fresh food section that removes 
frost as it is formed, yet maintains the 
uniform cold needed for food protection. 


And the whole Philco system works 
automatically! 


The Philco system not only solves the 
frost problem but also automatically 
keeps the proper humidity for fresh 
foods at all times . . . in short, it is the 
world’s first air-conditioned, completely 
automatic refrigerator. 


Summer or winter, rain or shine, there 
are no controls to manipulate. Yet perfect 
humidity—neither too dry nor too moist 
—and an ideal 38° to 42° cold is main- 
tained in the fresh food compartment, 
and a constant zero degrees in the freezer. 


In evolving this refrigeration system 
that “thinks for itself”, Philco engineers 
integrated their research with Philco 
production facilities to make this great 
advance available to every home owner. 
It is another example of the unique 
teamwork of Research and Application 
that makes the Philco name synonymous 
with leadership in Television . . . Radio 
... Air Conditioning .. . Electric Ranges 
... Freezers ... and Refrigeration. 


And the end is not in sight! 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


LASS IS A PRODUCT OF ANTIQUITY, 
(5 and yet as modern as the elec- 
tronic tube of which it is a vital part. 

Because of its inherent characteris- 
tics, this ancient product of fusion has 
become, 5,000 years after its discovery, 
the most versatile and indispensable 
material in our daily living. Thousands 
of products are packaged in glass; it 
lets light into our homes, offices and 


f factories; glass plays its part in com- 


munications, whether it be part of the 
rectifier tube in a portable radio or a 
44-inch picture tube in the television 
st. The incandescent light bulb and 
the fluorescent tube were made possible 
only through the glassmaker’s art. 


In laboratories where thousands of 
products of a host of materials are con- 
ceived and developed, glass plays its 
indispensable part. It has been said that 
“life begins at forty,” yet for most of 
us this page might as well have been 
left blank but for scientific research and 
technological development in _ optical 
glass manufacture. 


The glass industry is composed of a 
number of divisions; namely, glass con- 
lainers, plate, window and wire glass, 
fiber glass, table and household ware, 
electronic tubes and bulbs, tubing, opti- 
cal and architectural glass, produced by 
some 300 plants. 


The tableware, ornamental and 
household glassware sections include 
some 126 comparatively small and 
closely-held companies, hence, this divi- 
2S a ee 

The author’s twen- 
ty years with the 
trade journal of his 
industry, the last ten 
as editor, have qual- 
ified him as an in- 
formed observer 
whose comments 
¥ upon trends in this 

expanding field in 
the economy are factual and realistic. 
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sion is of slight significance from the 
public investment viewpoint. Statistics 
are fragmentary and incomplete as they 
are, in fact, for most sections of this 
singularly reticent industry. While there 
are some large units in the flat glass 
sector and in the container end, the 
accent has been and continues to be 
upon comparatively small operations in 
specialized lines, speaking in the general 
industry sense. 


Glassmakers and Glassmaking 


Perhaps a word about the superlative 
record of labor relations throughout the 
glass manufacturing area should be 
noted here. As late as 1915, most bottles 
were hand-blown and the glass blower 
was the aristocrat of skilled labor, 
represented by the AFL Glass Bottle 
Blowers Association, which still repre- 
sents the majority of the industry, 
covering machine operators and mainte- 
nance men. This group can boast the 
record of no industry-wide strike. Like- 
wise, the AFL Flint Glass Workers 
Union, representing p.actically all mold 
makers, shares the same proud pedestal 
in labor relations. The container manu- 
facturing end employed around 47,000 
people in 1953, while flat and wire 
glass, fibres, pressed and blown glass- 
ware raised the total to around 130,000 
employees with an annual payroll of 
about half a billion dollars. 

Since the process of glass making 
and the basic raw materials are gen- 
erally the same, it might be well to 
present briefly a few highlights which 
indicate the economic importance of its 
consumption and production figures. 
Sand of high quality and low iron con- 
tent is by far the largest tonnage raw 
material — an estimated six million 
tons in 1953. Next in tonnage is soda 
ash. Approximately 1.6 million tons were 
milted in glass tank furnaces in 1953, 
at a cost of $46.4 million plus freight 
charges of an additional $11.2 million. 


DYNAMICS OF INDUSTRY 


Bani: fe 
GLASS 


RESEARCH MEANS 


CONTINUED GROWTH 


CYRIL B. DELGADO 
Editor, The Glass Industry 


The glass industry is the largest single 
user of soda ash. Lime is the third 
largest raw material; its estimated con- 
sumption in 1953 was well over two 
hundred thousand tons. 


Many other materials go into the 
manufacture of glass, such as_ borax, 
feldspar, salt cake, colorants and 
decolorizers. Natural gas is the most 
widely used fuel for melting and anneal- 
ing, although a number of furnaces are 
oil-fired. In 1952 the industry spent 
$23.3 million for 68 billion cubic feet 
of gas to fire furnaces and anneal fin- 
ished ware. 


New Days — New Ways 


Bottles and jars are made today by. 
high-speed fully automatic machines 
turning out up to 100 pieces a minute. 
These draw molten glass from huge 
furnaces operating twenty-four hours a 
day for periods as long as three‘ years 





—Photo from Steuben Glass 


Aerialists vase, designed by Bruce Moore, 

and produced by Steuben Glass, wholly 

owned subsidiary of Corning Glass Works, 

illustrates modern creative artistry in this 

medium. To achieve illusion of depth and 

space, design was drawn upon the crystal 
vase itself. 
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Chart I: Growth of glass containers com- 
pared with population and income 
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Index: 1939100. Dept. of Commerce 
Shipments in Gross. 


before they burn thin and must be 
rebuilt. These furnaces or “tanks,” 
range in capacity from 20 to 200 tons 
per day. It costs as much as $200,000 
to rebuild a tank but the cost of the 
new refractory materials is offset by 
the long “campaigns” they make pos- 
sible. As late as 1935, 10 months was 
a good average life for a “tank.” 


These are “continuous tanks” as con- 
trasted with the “day tanks” of hand- 
blown days. The batch of raw materials 
is continuously fed into the back end 
to dissolve into the molten batch and 
move gradually forward through melter 
and refiner to the feeders, each servic- 
ing one automatic machine, or some- 
times two machines back to back. This 
is one of the few industries which starts 
with basic raw materials, combining, 
refining and forming them into a fin- 
ished product without intermediate 
steps. 


Temperatures run from 2700°F. at 
melting to 1700°F. at forming and the 
finished containers are annealled in a 
slow trip through long “lehrs,” mostly 
gas-fired, where they are slowly an- 
nealled to room temperature. As a 
matter of efficiency, they are then 
packed into fibreboard shipping con- 
tainers which the customer will later 
use in sending his glass-packed product 
to market. 


Containers Major Factor 


The astronomical totals rolled up in 
the container field by the public’s de- 
mands for cheapness, convenience, and 
cleanliness are not even vaguely appre- 
ciated by the layman, although we take 
for granted the packaging properties of 
glass because of long association. Over 
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the years, the glass container has faced 
many competitors but it continues to be 
the preferred package in most estab- 
lished lines and is still capturing new 
markets. The constant growth of self 
service grocery and drug outlets has 
stimulated its use, with its adaptability 
to special shaping and color appeal to 
the eye. 


The year 1953 saw glass container 
shipments top the previous all-time high 
year of 1946 by 5% with 121.5 million 
gross, valued at around $600 million. 
Even this amazing total of 18.5 billion 
units does not fully represent the actual 
utilization of glass containers by the 
American public because milk bottles 
and many beer and soft-drink bottles 
are returnable so that, actually, some 
74.5 billion estimated units of glass 
packed merchandise were sold in 1953, 
an average of 465 for every man, 
woman and. child in the United States. 


The whole packaging market, of 
which the glass container industry is 
a segment, has been growing rapidly in 
recent years. Glass packaging, which 
enjoyed a tremendous up-surge during 
the war, although it experienced a tem- 
porary decline when wartime critical 
container materials returned to the 
market, has recovered its gains and is 
today growing faster than the mush- 
rooming packaging industry as a whole, 
in the face of highly publicized competi- 
tive materials. 


Marked Upward Trend 


Chart I compares glass container 
shipments (in physical units) as an 


index based on 1939=100, compared 
with the trend line of fiber shipping 
containers, which historically has been 
a good index of the over-all packaging 
industry. The rate at which glass con. 
tainer shipments -are outstripping con. 
sumer disposable income based on 
standard 1939 dollars is disclosed here, 
It is obvious, also, that the rate of 
growth of the industry is well above 
that of the population. 


Chart II, also based on 1939=100, 
and also based on physical units, gives 
a long range picture of the container 
field for the years 1929-53. It is appar- 
ent that prior to World War II the 
industry was following a rather well- 
defined upward trend. The production 
job of this industry during the war to 
meet packaging needs during critical 
metal shortages carried glass containers 
above the pre-war trend. 


Although the post-war trend is not 
yet as well defined, it is not unreason- 
able to assume that it will pick up the 
pre-war trend at a considerably higher 
level. 
million gross were 54% above the 79 
million gross level indicated by the 
pre-war trend. 


Another point of interest is the rela- 
tive strength shown during the 1932 
depression; from the boom of 1929 to 
the depths of 1932, the decline was 
only 19% in physical volume. Even 
without the stimulation from the repeal 
of prohibition, with its return of beer, 
wine and liquor bottles, output showed 
early strength and, excluding bottles 


Chart II: Glass Container Shipments (All Classes) 
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Index: 1939=100. Dept. of Commerce Shipments in Gross. 
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Glass bottles may be attractively decorated to avoid paper 


soaking and relabelling. 


for those beverages, glass containers 
for all other purposes had already ex- 
ceeded the 1929 peak by the year 1936. 
The decline in 1949 was obviously part 
of the particular post-war adjustment 
in the container industry. It has faceti- 
ously been said that it does not fear 
depressions because red ink, as well as 
black, comes in glass bottles. 


Decentralization Serves Markets 


Illustrating the earlier observation of 
the comparatively moderate-sized oper- 
ations characteristic of the glass indus- 
try generally, about forty container 
companies with eighty plants turn out 
this never-ceasing stream of recepta- 
cles. Geographically, the heaviest con- 
centration is in the Middle Atlantic and 
Mid-Western states, although there are 
scattered facilities in the Southern and 
Southwestern areas and some on the 
Pacific Coast, with the majority in 
Southern California. In the early days, 
the natural tendency was to locate close 
to supplies of raw materials and cheap 
natural gas, many producers, in fact, 
once owned their natural gas supplies. 
As markets have grown nationally and 
freight rates have risen, the trend to- 
ward decentralization has set in and 
factories in reasonable proximity to the 
principal consumption areas are more 
the rule. 


As in certain other industries, such 
as brewing, seasonal swings in produc- 
tion are flattening out in the container 
field. The normal low points are from 
December through February with - the 
peak months of full capacity from June 
through October. 


Closures for the various containers 
represent a related industry which de- 
mands many types and materials. Some 
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of the large container manufacturers 
have their own closure divisions, 
whether for metal or plastic and there 
are numerous specialists producing ex- 
clusively paper or foil milk bottle seals 
or crowns for beverage bottles, as well 
as for the myriad of specialized needs. 
The potential for both glass and closure 
output is indicated by the fact that 
glass had only 35% of the prepared 
baby food market in 1944, against an 
estimated 65% in 1953. 


Granting that product betterment 
through unceasing research is the best 
insurance of survival in the competitive 
struggle of packaging materials, many 
elements in the container industry have 
continued to carry on extensive pro- 
grams to that end for the past twenty 
years. It has met the competition of 
various materials and is now looking 
at the baby giant, polyethylene, with a 
wary eye. It’s a little too early, how- 
ever, to count glass out of the packag- 
ing picture and the odds favor many 
more years of expanding and profitable 
service to mankind through its products. 


Flat Glass in Expanding Phase 


This division of the glass industry, 
with only about a dozen manufacturers, 
mass-produces the growing assortment 
of products essential for everyday liv- 
ing. The annual output is estimated in 
the neighborhood of half a billion dol- 
lars, but industry figures are here again 
unavailable. While the larger factors 
divulge volume figures in their public 
reports, some elements refuse to coop- 
erate and there are therefore no com- 
prehensive production statistics. 


There can be no doubt of the growth 
factors in this sector if we study the 
booming construction of recent years, 


Bottles go from automatic forming machine to long gas-fired 


annealing “lehrs.” 


private and commercial, and the vogue 
for greater visibility, whether inward 
or outward, which only glass can give. 
Whether for picture windows in the 
home or for display windows in stores 
which lead the shopper into the sales 
area without his or her conscious voli- 
tion, nothing takes the place of this 
product. Nor can one ignore the larger 
areas of glass in today’s motor cars 
which add up to a substantial market 
total. 


Fibers Fill New Needs 


Not too many years ago, glass was 
thought of as useful only for containers 
or to look through; how could it pos- 
sibly become a textile and be fashioned 
into fire resisting curtains or act as an 
insulating agent in our homes or per- 
form many other services for mankind? 
The answer is research and to it the 
industry owes a large, but again indefi- 
nite, volume of new business. The 
largest producer, Owens-Corning Fiber- 
glas, last year rolled up more than 
$131 million in sales and the end is 
apparently nowhere in sight as contin- 
uing tests open larger fields. 


The potentials for this expanding in- 
dustry are roughly indicated by the 
listing of some new products and their 
end uses: 


Products Uses 
Acoustical tiles Sound control 


Acoustical 
baffles 


Re-roofing ma- Protect & fire - retard 
terial existing structures 


Molded products Automobile dash cov- 
ers or shapes difficult 
to fabricate 


(Continued ) 


Dampening of indus- 


trial noises 
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Plastics rein- Fiber glass reinforced 
forcing yarns plastic pipes, corruga- 
ted sheeting, automo- 

biles, fishing rods. 


Insect screening Homes and offices 


Paper reinforce- Reinforcing of tapes, 
ment bagging, kraft and 
other paper products 


Although faced with competition 
from other materials, the glass manu- 
facturing industry in all divisions 
through scientific research, better plant, 
equipment and production methods, 
product development and improvement, 
is today more vigorous than ever be- 
fore. The two-billion-dollar mark in 
annual sales is the next industry ob- 
jective and its attainment may not be 
too long delayed, due to expanding 
basic uses and population growth. 
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Common Stock Fund, Inc. 


New Director of Information 
Named for Investment 
Companies 


Appointment of 
Edward B. Burr to 
the new position of 
Director of Public 
Information was 
announced last 
month by the Na- 
tional Association 
of Investment Com- 
panies. Mr. Burr 
has been a staff 
member of the Institute of Life Insurance 
for the past six years, and since 1951 
has been Director of the Institute’s Edu- 
cational Division. When he takes his new 
assignment on May 3rd, Mr. Burr will 
be responsible for the development of a 
central source of information about the 
operations and significance of invest- 
ment companies and their role in the 
nation’s economy. 





EDWARD B. BURR 


Prospectus on request: 


10 Post Office Square 
Boston 9, Massachusetts 


One Wall Street 
New York 5, New York 


117 South 17th Street 
Philadelphia 3, Pa. 













Cleveland 
Chicago 
Los Angeles 

San Francisco 





Fundamental Investors, Inc. 


Diversified Investment Fund, Inc. 


Manhattan Bond Fund, Inc. 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 
FROM YOUR LOCAL INVESTMENT DEALER, OR 


HUGH W. LONG AND COMPANY 


Westminster at Parker, Elizabeth 3, New Jersey 





















Incorporated 

















Profits Important to Customers 







A four-page discussion of “Why Profits 
Are Important To Us Consumers” ap- 
peared in the Jan.-Feb. 1954 issue of 
Caterpillar Tractor Co.’s house organ 
in the form of answers to a series of 
questions addressed to vice president W. 
H. Franklin. He attributes criticism of 
profits to two causes — the steady at- 
tack by those who’d like to see our. pres- 
ent free enterprise system overthrown, 
and plain lack of understanding. He ex- 
plained what profit is, and that “profit 
isn’t earned easily,” as illustrated by the 
fact that “each year from 1935 through 
1939 over one-half of all corporations 
reported a loss.” The importance to the 
consumer arises from the company’s ef- 
fort to please him in order to sell its 
product at a price that will provide a 
profit. Moreover, if the consumer does not 
like the product of a company that is 
operating at a loss, the company will turn 
to making something else that he does 
like. “Take away the profit motive, and 
the customer is no longer boss.” 




















The article also explains how capital 
is derived from profits — whether plowed 
back into the business by the company or 
obtained from individuals. It Sets a 
“reasonable profit” as “somewhere be- 
tween saving so much for tomorrow that 
you can’t enjoy today and spending so 
much today you wake up tomorrow with- 
out the capital to produce goods.” 







In another comment on the importance 
of education in economics and of in- 
creased productivity, the Right Hon. 
Lord Balfour of Burleigh, DCL, DL, 
chairman, said in part at the annual 
meeting of Lloyds Bank Ltd. on Feb. 12: 






“. . . Without a constant supply of 
fresh risk capital, industry cannot work 
properly or continue to provide full em- 
ployment. Moreover, of the millions of 
equity shareholders a large proportion 
are people of quite small incomes. The 
average individual holding of the 60,000 
shareholders in our bank is in the “A” 
shares £248 and in the “B” shares 
£56 ... What seems to me so regrettable 
is that attempts are being made in cer- 
tain quarters to engender class bitter- 
ness by statements about wages and 
dividends which represent the dividend 
receiver as a profiteer, whereas in sober 
fact it is the wage earner who has been 
the real beneficiary of the inflationary 
process ... The wage earner is at heart 
as magnanimous as anyone else, and I 
believe that if these facts could be 
brought home to him he would hesitate 
before pressing a claim to a still larger 
share of the national income . . . What 
a wonderful thing it would be if we 
could wake up one morning to find each 
pound buying more; cost of living fall- 
ing; real wages rising automatically. 
Yet this miracle could be brought about 
quite simply by higher productivity with- 
out higher costs.” 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 


Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 


Reference should be made to the introduc- 6 
tory article in July 1949 issue, outlining pur- 12/31/35 1] 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. Principal 


BALANCED FUNDS 


American Business Shares —.--_-_>_>_>E>>E 65. 


Axe-Houghton Fund “A” _-- > SSS 71 


an See 
Commonwealth Investment __ 


Eaton & Howard Balanced —.......-__ t 78. 
Fully Administered Fund (Group Securities) _ _ 69. 


General Investors Trust 

Investors Mutual ee 

Johnston Mutual Fund . 

Nation-wide Securities* * 

ewes Wee 

George Putnam Fund - ere Seer ee ee 
Mutual Fund of Boston**** Sala elect eee 
Scudder Stevens & Clark _..- —==>=—>SEESSS 
OE a ee er ere 
RO 
Wisconsin Investment*** 


AVERAGE: BALANCED FUNDS ~~ -___ 


STOCK FUNDS 
Affiliated Fund *** __ 
Broad Street Investing Corp. ——~——____ 
0 eared ween Ae ant 
Delaware Fund - 
Diversified Invest. Fd. “(Diversified Fd. Ine.) *' yee 
Dividend Shares 
Eaton & Howard Stock - 
EE STS cre oa 
Fundamental Investors™ ; 
Incorporated Investors ______ 
Institutional Foundation Fund 
Investment Co. of America _...._»_->_SE>E SS 
Knickerbocker Fund _ ESE, SO EAE 
Loomis-Sayles Mutual ‘Fund 
Massachusetts Investors Trust _ 
Mass. Investors Growth Stk. Fund . 
Mutua] Investment Fund _..... 
National Investors Etc 
National Securities — Income*** 
New England Fund _........___»__ 
Selected American Shares 
Sovereign Investors ___ er aie 
State Street Investment Corp. 





No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment in whole or in part this 
index by issuers, underwriters or dealers. Principal indices for March 31 
1953 appear in the April 1953 issue and current income returns based 
on March 31, 1954 offering prices are available on request. These 
will soon be added to a revised short form index. 


7 16 17 18 19 20 


2/30/39 to 3/31/54 | Last 12 mo. Div. %| Prin. Less | 5-Yr. Avg. 
3/31/54 Net Cum. Cap. | Net Invest. 

Principal ae Invest. Cap. Distr. (Bid) 

Low High | Principal | Ince  Distri. | 3/31/54 


Income % 


9 {160.0 159.7 3.55 116.2 3.81 


4 $213.7 213.7 3.10 . 161.9 3.44 
Axe-Houghton Fund “B” _ 83. 


1 $232.8 232.8 3.78 : 181.3 3.86 
2 . {179.3 179.3 3.40 j 144.4 3.53 
$223.7 $223.2 3.82 ' $184.2 3.98 
6 $195.0 4194.9 3.70 ; $172.5 3.87 
4 $146.5 146.5 3.44 y 118.9 3.60 
$139.8 7138.6 4.13 : 7108.1 4.74 
$169.6 169.6 4.07 . 140.8 4.17 
$191.5 4191.5 3.73 ; 4176.1 4.17 
$144.7 4144.6 4.19 ; 4117.2 4.21 
$166.0 166.0 3.15 ~— 153.9 3.84 
$157.1 4156.4 4.05 y $129.7 4.01 
$166.1 4165.1 . — 4143.3 4.01 
$163.3 +163.3 : yh 4138.8 3.46 
$174.1 +174.0 3.63 j $134.7 3.77 
$202.9 4202.8 3.89 : 4182.2 4.05 
$237.8 237.8 i ‘ 168.2 3.45 


178.0 177.8 : . 142.3 3.91 


$209.9 $208.6 : $130.4 4.87 
$221.2 4221.2 . ; $180.3 5.01 
$204.1 203.4 162.7 4.53 
{174.0 +174.0 : f + 93.7 3.98 
$156.7 156.7 y 141.9 5.23 
{181.4 181.4 ; 146.3 4.42 
$241.6 $241.6 aes $207.8 3.84 

233.4 $232.7 F +199.6 4.88 
$256.2 +256.2 ' 4217.4 4.46 

246.2 +240.6 +189.9 4.46 
{184.5 184.5 139.7 4.06 
+209.9 +209.9 4147.6 3.86 

125.6 125.0 78.1 2.83 
$203.5 203.5 136.2 2.76 
$206.3 4204.2 $189.4 4.81 
{217.6 217.6 175.1 3.31 
168.4 168.4 j 136.9 2.86 
$257.9 $257.9 $198.8 3.79 

114.1 ° 109.7 92.4 5.80 
£166.6 166.6 133.2 4.07 
$185.1 +184.9 $141.2 4.63 
{138.4 4138.1 +112.9 5.11 

251.3 4236.1 $156.4 3.18 














Wall Street Investing Corp. - i saad — 240.6 +238.9 $229.7 3.91 


AVERAGE: STOCK FUNDS SS . 63. 


% STOCK INDEX (Standard & Poor’s) ____ : | 59. 
CONSUMERS PRICE INDEX (B.L.S.) _____ n99 





2 205.4 204.2 : . 157.2 
3 214.0 214.0 


8 n193.6 — 


Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions ) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
Panies cut of income earned from dividends and interest on their portfolio 
Securities (excluding all capital distributions). 


Q—new revised series adjusted to Dec. 1939 base. +Ex-dividend current 
™M—merged with Investors Management Fund tHigh reached current 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the , Be ond 
month-end offering prices ending on the corresponding date. 

CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other sources, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 


month. **Became Balanced Fund in 1945. 
month. ***Not included in balanced or stock average. 


March 31, 1954. @ Principal index begins after 1939 base date. ****Name changed from Russell aoe, —_ 


Apri 1954 


*****Name changed from Nesbett Fund 
COPYRIGHT 1954 BY HENRY ANSBACHER LONG. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS oF 
TAXABLE TREASURIES 
BY MATURITY GROUPS 


IN PERCENT 
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Preferred Stock Yields 
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Common Stocks 
125 Industrials—Prices (f) ~~... 
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Mar. 
1954 


1.52 
1.85 
2.41 
2.50 
2.50 
2.74 


2.85 
3.01 
3.15 
3.47 


2.06 
2.19 
2.66 
3.12 


3.88 
4.94 


3.67 
4.06 


3.89 
4.27 


$85.53 
$ 4.34 
5.07 


End of Month 


Feb. 
1954 


1.57 
1.98 
2.37 
2.56 
2.57 
2.82 


2.91 
3.09 
3.22 
3.57 


2.04 
2.20 
2.65 
3.16 


3.91 
4.91 


3.68 
4.10 


3.94 
4.32 


81.98 
4.34 
5.29 


Mar. 
1953 


2.37 
2.49 
2.74 
2.94 
2.93 


3.17 


8.39 
3.60 


2.20 
2.49 


3.35 


4.09 


4.98 


3.83 
4.13 


4.14 
4.52 


77.64 
4.16 
5.36 


YIELDS oF 
CORPORATE BONDS 
BY RATINGS 


IN PERCENT 





1953-54 


2.80-1.50 
3.00-1.81 
3.16-2.37 
3.17-2.48 
3.16-2.48 
3.31-2.71 


3.44-2.85 
3.52-3.00 
3.69-3.15 
3.90-3.47 


2.73-1.98 
2.96-2.16 
3.34-2.61 
3.79-2.96 


4.24-3.88 
5.28-4.90 


4.02-3.67 
4.39-4.06 


4.45-3.89 
4.87-4.27 


86.25-70.63 
4.34-4.15 
5.88-5.03 


(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


1951-52 


2.35-1.68 
2.44-1.76 
2.64-1.95 
2.81-2.21 
2.81-2.44 
(b) 


3.04-2.65 
3.10-2.70 
3.34-2.87 
3.64-3.15 


2.00-1.28 
2.25-1.37 
2.67-1.72 
2.98-1.98 


4.10-3.80 
4.96-4.68 


3.90-3.45 
4.20-3.80 


4,.25-3.77 
4.71-4.19 


4.55-4.13 
6.84-5.14 


1946-50 








PRICES DIVIDENDS, 


AND YIELDS 
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90 PRICES AND DIVIDENDS 
($ PER SHARE) 


PRICES 


DIVIDENDS 
——(YoSCALE) 


1951 


1941-45 


Range for Period 


1.68-0.90 
1,87-1.06 
2.10-1.38 
2.43-1.96 
2.48-2.08 
(b) 


2.91-2.45 
2.98-2.53 
3.28-2.67 
3.57-2.93 


1.98-0.90 
2.21-1.04 
2.64-1.28 
3.05-1.57 


4.09-3.28 
5.08-4.14 


3.92-8.27 (d) 
4.20-3.52 (d) 


4.24-3.40(d) 
4.65-3.69 (d) 


» 80.89-64.91 64.46-43.20 


4.44-1.76 
7.29-3.20 


Jan. 2, 1946. 


1.32-1.07 (a) 

1.70-1.24 (a) 

2.10-1.49 (a) 

2.48-2.03 (a) 

2.50-2.37 (a) 
(b) 


2.88-2.59 
3.06-2.66 
3.39-2.78 
4.47-3.06 


1.84-0.93 
2.11-1.21 
2.49-1.49 
2.94-1.80 


4.37-3.55 
5.94-4.33 


(d) 
(d) 


(d) 
(d) 


49.30-22.69 
1.94-1.52 
7.71-3.56 


1952 





1931-40 


(a) 
(a) 
(a) 
(a) 
(a) 
(b) 


5.75-2.70 
7.03-2.90 
9.23-3.35 
12.96-4.42 


2.81-1.56 (b) 
3.02-1.78 (b) 
3.29-2.11 (b) 
3.71-2.60(b) 


6.54-3.83 
12.73-4.91 


(d) 
(d) 


(d) 
(d) 


49.10-10.56 
2.05-0.72 
10.18-2.59 


(e)—125 Industrials Averages date from Jan. 1, 1929. 
(f)—Dollars per share. 
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1919-1930 


(a) 
(a) 
(a) 
(a) 
(a) 
(b) 


6.38-4.42 
6.84-4.59 
7.71-4.91 
8.56-5.32 


(ec) 
(ec) 
(ec) 
(ce) 


6.79-4.75 
8.05-5.61 


(d) 
(d) 


(d) 
(d) 


78,06-34.81 (e) 
2.53-2.16 (e) 
6.21-8.19 (e) 


(d)—Low Dividend Preferred Yield Averages in this series date from 
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TRANSISTORS AND DIODES 
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COMPARATIVE FINANCIAL RESULTS 1953 1952 


Sales $71,304,940 $54,103,077 
Profit $3,478,611 $3,444,240 
Profit per common share $1.77 $1.97 
$1.15 
Number of common shares outstanding 1,799,652 1,599,652 
Number of common stockholders 5,530 3,747 


Dividends per common share $1.15 


SINCE ORGANIZATION IN I919 


Total sales 
Total profit 
Total common dividends 


$603,721,092 
$45,837,478 
$21,134,840 


The company began paying common dividends in September, 1922, 
and has paid dividends in every quarter of every year since then. 
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Entity or Cross-Purchase Method? 


BUSINESS INSURANCE AGREEMENTS 


HARRY S. REDEKER 


General Counsel, Fidelity Mutual Life Insurance Company, Philadelphia 


HERE ARE TWO POPULAR METHODS 

by which life insurance is applied 
for and owned when it is desired to fund 
an agreement to purchase a partnership 
interest or a closely held corporate stock 
interest. Under the “cross-purchase” 
method, the individual partners or 
shareholders are the applicants for and 
owners of the policies. Under the “entity 
purchase” method, the partnership or 
corporation is applicant and owner. 
Under either plan a corporate trustee is 
frequently used. This paper will seek to 
discuss what appear to be the principal 
advantages and disadvantages of each 
method and to cite a number of recent 
source references for those who would 
pursue this interesting subject further. 


Speculation as to the possible far- 
reaching estate tax consequences of IRC 
§811 (g)(2) enacted by the Revenue 
Act of 1942, as well as the income tax 
implications of the Legallet decision” 
probably spearheaded a decade of de- 
cided preference for cross-purchase over 
entity purchase plans, particularly in 
partnership cases.? Now the pendulum 
appears to be swinging the other way. 
Court decisions and administrative rul- 
ings seem to have dispelled most of the 
fears expressed by the strong advocates 
of cross-purchase. Specimen business 
agreement booklets recently published by 
at least two of the leading life compa- 
nies show compelling reasons why the 
entity purchase method may be safely 
employed.* Until courts have resolved 


From paper before Association of Life Insurance 
Counsel. 


1Which introduced the double-barreled premium 
payment and incidents of ownership tests for tax- 
ing life insurance proceeds. 


241 BTA 294 (1940), involving cost basis on sub- 
sequent sale of partnership assets. 


8See Forster, Entity Approach to Partnership 
Insurance,’”’ TRUSTS AND ESTATES, Nov. 1951, 752. 
“The partnership should not be a party except in 
unusual situations.’’ Monroe, Partnership Buy-Sell 
Agreement: Outline and Check List, VII C. L. U. 
JOURNAL 310, 311 (Sept. 1953). 


‘Business Purchase Agreements Funded With 
Life Insurance, New York Life Insurance Co. 
(1952); Agreements For Business Insurance, Penn 
Mutual Life Insurance Co. (1953). Other compa- 
nies whose existing booklets are slanted toward 
cross-purchase have issued supplements outlining 
arguments in support of entity purchase: Specimen 
Agreements For Purchase And Sale Of Business 


386 


with finality every question upon which 
the entity purchase method depends, 
conservative cross-purchase advocates® 
may still veer away from entity purchase 
arrangements. 


Partnerships: Arguments 
Favoring Cross-Purchase 


Double Estate Taxation 


Three principal contentions have been 
advanced in favor of cross-purchase over 
entity purchase plans in partnership 
cases. 


First, cross-purchase avoids the dan- 
ger that both the business interest and 
the insurance taken out to purchase that 
interest will be includible in the estate 
of a deceased partner for federal estate 
tax purposes. Two sections of the In- 
ternal Revenue Code, taken literally, 
appear to indicate the danger of double 
taxation. The partnership interest is an 
asset owned by the decedent at the time 
of his death, and as such seems clearly 
taxable under §811 (a). The life insur- 
ance, if applied for and owned by the 
partnership, might be said to be taxed to 
the decedent’s estate under the indirect 
premium payment test of IRC §811 (g) 
(2). 


The Commissioner contended for taxa- 
tion of both the business interest and 
the insurance proceeds in a series of 
cases extending from 1934 to 1951, but 
the Board of Tax Appeals and the Tax 
Court repeatedly refused to sustain him. 
In some of these cases it was the busi- 
ness interest that was subjected to fed- 
eral estate tax;® in others it was the 


Interests At Death, The Fidelity Mutual Life In- 
surance Co. (1949), with 1953 Supplement [Re- 
vised edition now being prepared]; Business Pur- 
chase Agreements, New England Mutual Life In- 
surance Co. (1950), with 1952 Supplement. See, 
also, Cavanaugh, The Entity Type of Partnership 
Purchase and Sale Agreement, VIII C. L. U. Jour- 
NAL 41 (Winter 1953). 


5Monroe, op. cit. supra note 3, at 311 and 314; 
Mannheimer, Insurance to Fund Stock Retirement 
and Buy and Sell Agreements, Proc. N. Y. U. 9th 
Ann. Inst. on Fed. Taxation 77 (1951); Business 
Cross Purchase And Stock Redemption Agree- 
ments, The Mutual Benefit Life Insurance Co. 
(1953). “[The entity theory for partnerships] 

- could be most disadvantageous and creates 
serious income tax problems .. .” Id. at 10. 


*Boston Safe Deposit and Trust Co., 30 BTA 679 
(1934); Estate of G. C. Ealy, 10 TCM 431 (1951). 


insurance proceeds that attracted the 
tax.’ The last case to be carried to the 
courts—Estate of CG. C. Ealy—appeared 
in 1951 and in that case the Commis- 
sioner made statements from which it 
could be inferred that he would no long- 
er pursue his theory of double estate 
taxation if he could not obtain a favor- 
able decision. The taxpayer won, and 
there has been no further litigation on 
this point. 


Income Tax Danger 


The second principal argument ad- 
vanced by cross-purchase advocates was 
that ownership by the firm under an 
entity purchase plan would produce ad- 
verse income tax consequences, in that 
the death of a partner would result in 
automatic transfers for value to the sur- 
viving partners of interests in the insur- 
ance policies. In cases not involving life 
insurance problems the Commissioner 
had always contended that each partner 
owned an interest jointly with each other 
partner in each specific firm asset.® Un- 
der this theory, if the partnership owned 
a policy on the life of each of several 
partners, each partner would own an in- 
terest in the policy on the life of every 
other partner. At the death of any part- 
ner, the purchase of his interest by the 
firm would theoretically transfer for 
value to the surviving partners the inter- 
est owned by the decedent in the policies 
on their lives. At the subsquent death of 
each surviving partner this theory would 
expose a portion of the proceeds to fed- 
eral income tax, because of the transfer 
for value at the death of each partner 
who had died previously.® 


We know of no decided cases on this 
point in which life insurance policies 
were involved. However, there have been 


™M. W. Dobrzensky, 34 BTA 305 (1936); John 
T. H. Mitchell, 37 BTA 1 (1938); Ray E. Tomp- 
kins, 13 TC 1054 (1949). 


8Infra note 10. 


9§22(b) (2) (A): “In the case of a transfer for 
a valuable consideration, by assignment or other- 
wise, of a life insurance, endowment or annuity 
contract, or any interest therein, only the actual 
value of such consideration and the amount of the 
premiums and other sums subsequently paid by the 
transferee shall be exempt from taxation under 
paragraph (1) or this paragraph.” 


TRUSTS AND ESTATES 
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nine cases in six of the Circuit Courts 
of Appeals, involving assets other than 
life insurance policies. All these cases 
held that, for federal income tax pur- 
poses, each partner’s interest in the part- 
nership is a capital asset; that the part- 
nership as an entity separate from the 
partners is the owner of specific partner- 
ship assets; and that a partner does not 
own an interest in each specific partner- 
ship asset.1° The Commissioner ac- 
quiesced in 1950" after the Supreme 
Court of the United States denied cer- 
tiorari in three of the cases.” It is sub- 
mitted that the entity theory seems firm- 
ly established, even though none of the 
cases involved life insurance policies. 


Capital Gains Basis 


The third principal argument of cross- 
purchase advocates is that cross-pur- 
chase clearly steps up the survivors’ 
basis and thereby minimizes capital 
gains tax exposure upon sale by surviv- 
ing partners of their interests. Suppose 
A, B and C has each invested $50,000 in 
the partnership and that this basis re- 
mains unchanged until A’s death. B and 
C each purchases one half A’s interest 
for exactly this amount under a cross- 
purchase arrangement, and each pays 
A’s estate $25,000 from the proceeds of 
a policy he owned on A’s life. B and C 
will each step up his basis to $75,000— 
exactly in line with the increase in his 
respective net worth. 


This stepped up basis is said not to 
result if the partnership buys A’s inter- 
est at his death under an entity purchase 
plan,!* by analogy to the rule in the 
Legallet case.1* If this is true, it is the 
one strong argument for cross-purchase 
plans in partnership cases that has not 
been whittled away by recent adminis- 
trative rulings or court decisions. The 
surviving partners should have their 
bases increased at least to the extent of 
their shares of premiums paid by the 
partnership on the decedent’s policy, be- 
cause the income used for such premium 
payments is taxable to them. A Treasury 


10°Comm. v. Shapiro, 125 F. (2d) 532 (6th Cir. 
1942); Thornley v. Comm., 147 F. (2d) 416 (38rd 
Cir. 1945); United States v. Landreth, 164 F. (2d) 
340 (5th Cir. 1947); Comm. v. Lehman, 165 F. 
(2d) 383 (2nd Cir. 1948); Comm. v. Gartling, 170 
F. (2d) 73 (9th Cir. 1948); Comm. v. Smith, 173 
F. (2d) 470 (5th Cir. 1949); Long v. Comm., 173 
F. (2d) 471 (5th Cir. 1949); United States v. 
Shapiro, 178 F. (2d) 459 (8th Cir. 1949); Estate 
of Lowenstein v. Comm., 193 F. (2d) 172 (5th 
Cir. 1950). But see Williams v. McGowan, 152 F. 
(2d) 570 (2d Cir. 1945). 


UGCM 26379 (CB 1950-1, 58), 50-5 CCH Fed. 
Tax Reporter, Service Paragraph 6123. 


2Lehman, £34 U.S. 819 (1948); Smith and Long, 
338 U.S. 818 (1949). 


See Agreements For Business Insurance, op. 
cit. supra note 4, at 20. 


M4Supra, note 2. The Legallet case was not con- 
cerned with an entity purchase transaction. 
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Regulation states that a partner’s basis 
is increased by “the amount of his share 
in any undistributed partnership net in- 
come earned since he became a partner 
on which the income tax has been 
paid,”1® 


Can the surviving partners step up 
their bases beyond this point? Suppose 
there were no buy and sell agreement. 
Suppose the partnership received the 
proceeds of a policy on the life of a key 
man. If the proceeds were immediately 
distributed among the partners, such dis- 


Reg. 119, §$39.113(a) (13)-2. (Italics supplied.) 


Vs 





x 16 


tribution would attract no income ta 
If the partners turned such distribution 
back to the partnership as a contribu- 
tion to capital, the bases of their inter- 
ests in the partnership would be in- 
creased. Should not the same result logi- 
cally follow if, instead of distributing 
the tax-excluded proceeds to the part- 
ners, they are added to the capital ac- 
counts,'* or are used as the purchase 


16§22(b) (1) (A). 


17Analogy might be taken to the accumulation by 
the partnership of tax-exempt income, which on a 
literal interpretation of Reg. 118, §39.1138-(a) (13) 
-2 would not step up the basis of the partner’s in- 
terests in the partnership. However, such literal 
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price for a deceased partner’s interest 
which interest is then added to the capi- 
tal accounts of the surviving partners? 


Since the question is apparently un- 
answered, opinions may presently de- 
pend more on speculation than on fact. 
Cross-purchase advocates should not 
rule out the possibility that the basis 
of the surviving partners’ interests may 
be the same under either an entity pur- 
chase or a cross-purchase plan. Perhaps 
these questions of basis can be avoided 
completely by naming the partners other 
than the insured the beneficiaries of the 
life insurance policies, and providing 
that they shall make the purchase of 
decedent’s interest—just as they would 
do under a cross-purchase plan. The 
partnership would remain owner of each 
policy. The beneficiary designation 
would be the only variant from the 
straight entity purchase arrangement, 
and the other benefits of entity purchase 
would seemingly be preserved. 


Those who favor entity purchase ob- 
serve that possible failure to obtain a 
stepped-up basis is immaterial unless a 
surviving partner withdraws from the 
partnership and receives payment for his 
interest, or unless the partnership is dis- 
solved and the surviving partners sell 
the partnership assets at the time of dis- 
solution or at some later date. At other 
times a sale of partnership property is 
made by the firm as an entity rather 


interpretation would defeat the clear intent of 
Congress to grant freedom from income tax. See 
LittLe, FepexaAL INcoMeE TAXATION OF PARTNER- 
SHIPS 143 (Little, Brown and Company, 1952); 
Symposium on the Tax Problems of Partnerships, 
Proc. N. Y. U. 9th Ann. Inst. on Fed. Taxation 
644 (1951). 


than by the partners. The surviving part- 
ner who retains his interest in the firm 
until the time of his death is not con- 
cerned with the Legallet problem of 
basis, for his death establishes a new 
basis for federal income tax purposes.'® 


These observations seemingly mini- 
mize the basis problem if the business 
will probably continue after the death of 
one or more partners. 


Partnerships: Arguments 
Favoring Entity Purchase 


Numerically, more contentions can be 
made in support of the entity purchase 
arrangement. 


First, the full amount of insurance 
can be left in force on the survivors’ 
lives, which is not possible under cross- 
purchase plans without adverse income 
tax implications. This avoids one of the 
most serious objections to the use of the 
cross-purchase plan. Let us revert to our 
illustration of A, B, and C where each 
has $50,000 invested in the partnership. 
Each owns a $25,000 policy on the 
other’s life under a_ cross-purchase 
arrangement. After A’s death, B and 
C each owns a $75,000 interest. A’s es- 
tate owns a $25,000 policy on B’s life 
and a $25,000 policy on C’s life. To 
avoid any adverse transfer for value 
problems, these policies must either be 
surrendered by A’s executor or pur- 
chased and then taken over as personal 
insurance by each insured.’* Thereafter, 


181 RC §$113(a) (5). 


Tf B were to purchase from A’s estate the pol- 
icy owned by the executor on C’s life, B would be- 
come a transferee for value under §22 (b) (2) (A), 
supra note 9. 
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each surviving partner will own only 
$25,000 of insurance on the life of the 
other to fund the purchase of an interest 
that has increased to $75,000. Under the 
entity purchase plan, on the other hand, 
the partnership continues the full orig- 
inal policy on each surviving partner’s 
life in the amount of $50,000, which 
will more nearly meet the increased value 
of each surviving partner’s interest. 


Second, the total number of insurance 
policies outstanding is kept to a mini- 
mum under entity purchase plans. Under 
a cross-purchase plan where each part- 
ner owns a separate policy on the life of 
each other partner,” the total number of 
policies often leads to cumbersome de- 
tails. In a partnership of six partners, 
thirty policies must be handled. In con- 
trast, only six policies are required 
under the entity purchase plan. 


Third, the entity purchase holding 
avoids reshuffling of ownership of poli- 
cies upon the withdrawal of a partner, 
upon the entrance of new partners, or 
upon the reallocation of interests in the 
partnership among existing partners. 


Fourth, inequality of premiums due to 
disparity of ages is leveled off in an en- 
tity purchase plan. Cross-purchase advo- 
cates can dilute this argument by the 
observation that the same result could 
be accomplished under a cross-purchase 
plan by a pooling of premiums or simi- 
lar equalization arrangement.”! It should 
also be noted that under any leveling 
process, the larger the proportionate in- 
terest owned by a partner the larger is 
his share of the total premium outlay. 
This result is the reverse of the logical 
purchase and sale pattern, but the own- 
ers of larger interests are often willing 
to assume this apparent burden to pro- 
vide a ready market for disposition of 
their interests at death. 


Fifth, there is a psychological advan- 
tage in having premiums paid by the 
partnership even though they are not 
deductible for federal income tax pur- 
poses. Partners seem not to feel the 
“pinch” to the same extent as when 
checks are drawn against their personal 
accounts. 


Some of the contentions favoring en- 


20If A and B were joint owners of a single 
policy on the life of C, a provision in the buy and 
sell agreement for cessation of A’s interest at his 
death would make B a transferee for value under 
§22 (b)(2)(A), supra note 9. See Specimen 
Agreements For Purchase And Sale Of Business 
Interests at Death, op. cit. supra note 4, at 4. 


214A pooling arrangement should not result in a 
contention by the Interna] Revenue Service that 
both the business interest and the insurance taken 
out to purchase that interest are includible in the 
decedent’s gross estate for federal estate tax pur- 
poses, under the holdings of the cases cited supra 
notes 6 and 7. 
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tity purchase are not based on legal con- 
sequences. However, they seem inter- 
woven into the pattern of this plan and 
may conceivably have some bearing on 
its persistency. 


Corporations: Arguments 
Favoring Cross-Purchase 


The first two contentions discussed as 
supporting cross-purchase in partner- 
ship cases cannot be made here. A cor- 
poration is a well-recognized legal entity. 
If it owns the policies on the lives of 
the stockholders and a stockholder dies, 
there cannot be said to be an “auto- 
matic” transfer for value to attract fed- 
eral income tax.?? And, except for pos- 
sible application of a sentence of the 
Regulations*® the validity of which has 
not been tested by the courts and upon 
which serious doubt has been cast by 
at least one authority,** the possibility 
of exposure to estate tax upon the in- 
surance taken out by the corporation to 
fund the stock retirement plan should 
be even more remote than in the case 
of partnerships. 


The principal disadvantage in the 
corporate stock retirement plan — just 
as it may be in the case of partnerships 
—is that the surviving stockholders will 
receive no credit against basis*® by vir- 
tue of the corporation’s purchase, and 
they will face a capital gains tax on 
this increment, should any surviving 
stockholder decide to sell his stock at 
some subsequent date, or should there 
be a dissolution of the corporation.”® 
This observation concerning basis is 
entirely valid in corporation cases, for 
the corporation is a separate taxpayer. 
Of course, the same observations apply 
as in the case of partnerships on the 
possible de minimis effect of this result 
or its probable inapplicability in a par- 
ticular case. 


By the great weight of authority, a 
corporation is not prohibited from pur- 
chasing its own shares of stock.?* How- 
ever, questions of impossibility of per- 


f formance may be presented by statutory 


or decisional mandates that a corpora- 
tion may purchase its own stock only 


2Agreements For Business Insurance, op. cit. 
supra note 4, at 8. 


“The third paragraph, fourth sentence of Reg. 
105, §81.27 provides: “A decedent similarly pays 
the premiums ... if payment is made by a corpo- 
tation which is his alter ego .. .” 


“Laikin, Alter Ego, Life Insurance and Tazes, 
VII C. L. U. JouRNAL 81 (Dec. 1952). 


*Reg. 118, §89.118 (b) (1)-1. 


*Reg. 118, §89.115 (c)-1; See 58-2 CCH Fed. 
= Reporter, Service Paragraphs 833.01 and 
.015. 


“White, Local Law and Buy and Sell Agree- 
ments, Life Insurance Courant, (Jan. 1952, 29 and 
Feb, 1952, 44). 
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out of surplus funds.** If the corpora- 
tion could perform its purchase obliga- 
tion with respect only to a portion of 
the stockholder’s shares, there would be 
the question whether the purchase would 
be considered equivalent to the distribu- 
tion of a taxable dividend” because the 
percentage requirements of §115(g) (3) 
had not been met.*° 


There might also be questions whether 
ownership by the corporation of the 
policies and payment of premiums by 
it amounted to an unreasonable accumu- 
lation of surplus so as to attract the 
penalty tax imposed by §102*' or 
whether premium payments should be 
considered taxable income received by 
the stockholders.*? If the purchase and 
sale arrangement serves a proper busi- 
ness purpose, and if the Court’s dictum 
in the Emeloid decision correctly inter- 
prets the law,** these two last-mentioned 
dangers should be non-existent. 


A cross-purchase plan would also 
avoid the risk inherent in a stock retire- 
ment plan that the corporation owned 


2A list of the statutes and decisions will be 
found in 2 INSURANCE RESEARCH AND REVIEW SER- 
VICE, ADVANCED UNDERWRITING SERVICE 15-32. 


2§115 (g) (1). 


80The value of the stock in the corporation must 
comprise more than 35% of the value of the gross 
estate of the decedent. 


%1See Rappoport, Corporation Stock-Purchase 
Insurance Trust Agreement, TAXES—THE Tax 
MAGAZINE, 835, at 837 (Oct. 1951). 


323BowE, LirE INSURANCE AND ESTATE TAX PLAN- 
NING 37; (Vanderbilt University Press, Rev. ed. 
1952); 1 PoLIsHER, ESTATE PLANNING AND ESTATE 
Tax SAVING, 212 (2nd ed., Geo. T. Bisel Co., 
1948). 


%Emeloid.Co. v. Comm., 189 F. (2d) 230 (8rd 
Cir. 1951). 


policies would be subject to claims of 
corporate creditors. However, if cred- 
itors’ claims and insolvency are serious 
possibilities, a purchase and sale ar- 
rangement on either plan may not prove 
very attractive. And, if this condition 
eventuates, the usual circumstances lead- 
ing up to insolvency may well result 
in abandonment of either plan before 
the death of a stockholder or partner. 


Corporations: Arguments 
Favoring Entity Purchase 


Substantially the same arguments in 
favor of corporate ownership of the 
insurance policies may be made as in 
the case of partnerships. In addition, 
the corporation, as distinguished from 
the partnership, presents a choice of 
income taxpayers. It will be less costly 
for the corporation to pay premiums 
on corporation owned policies than for 
a shareholder to use dividend dollars 
for this purpose, for the latter method 
would expose the funds ultimately to 
be used for premiums to corporate in- 
come taxes before distribution of the 
dividends .and to individual income 
taxes to the stockholders who will be 
required to include the dividends in 
their taxable income. 


This double tax exposure will be 
avoided if the corporation is able to 
distribute an amount equivalent to the 
premiums as increased salaries. How- 
ever, if the shareholders’ top surtax 
brackets are higher than the effective 
corporation’s tax rate, the cross-pur- 
chase plan will still be the more costly. 
Finally, the stock retirement plan may 


In spite of the trans-Atlantic telephone, 


modern cable communications and regu- 


lar overseas visits, many of our clients 


have found the need for the services of 
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obert A. Wilson, senior vice president in charge of Trust Department of The Pennsylvania 

Company for Banking and Trusts, greets officers of the Philadelphia Chapter of The 

American Society of Chartered Life Underwriters during a tour of the bank’s depart- 

ments by members of that organization. Left to right: Leonard E. Liss, secretary; Nathan 
C. Barr, president; Mr. Wilson, and Ad Seltz, treasurer. 


be the only practicable one during a 
“salary freeze” period, such as was 
experienced some time ago, because the 
acceptability of a cross-purchase plan 
frequently depends on the ability of the 
corporation to raise the salaries of the 
participants. 


Which Plan to Use?** 


This question must be answered by 
the attorney for the parties in interest 
only after a careful consideration and 
appraisal of all the possible advantages 
and disadvantages of either plan under 
the facts of the particular case. In addi- 
tion to the basic legal considerations 


discussed previously the following 
points will have a bearing on the 
decision: 


1) The number of partners or share- 
holders. Where only two are involved, 
cross-purchase seems to be the only 
practicable arrangement, unless addi- 
tional partners or shareholders are con- 
templated. Few of the advantages of the 
entity purchase plan are available in the 
two-man business, particularly in the 
case of partnerships, and the unques- 
tionable ability to obtain a stepped-up 
basis for federal income tax purposes 
under cross-purchase should be suffici- 
ent to tip the scales in that direction. 
However, with three or more partners 
or shareholders, fully informed clients 
will probably want the business itself 
to purchase the insurance and retire the 
decedent’s interest. The greater the 
number of partners or shareholders, the 
greater the likelihood of cumbersome 

“In preparing this section of the paper, the 


author gratefully acknowledges the thoughts given 
him by Forster, supra note 3. ° 
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problems incident to the insurance poli- 
cies under a cross-purchase plan. Con- 
versely, the larger the number of own- 
ers of the business, the less burdensome 
will be the adverse effects of not obtain- 
ing a stepped-up basis under an entity 
purchase plan. 


2) Estimated life of the business. If 
there is little likelihood that partners or 
shareholders will withdraw from the 
business during lifetime, and also little 
likelihood of dissolution of the business, 
the question of basis will be of little 
significance, and cross-purchase will be 
less likely to appeal, except in the two- 
man business. 


3) Likelihood of additional future 
partners or shareholders or future 
changes in percentage of ownership. 
Cross-purchase plans do not yield well 
to additions, subtractions or changes in 
policies—particularly when dealing with 
several owners of the business. 


4) The nature of the assets. The 
larger the amount of non-capital assets, 
the greater the tax risks if the Legallet 
problem arises, and the more compelling 
will be the reasons for using cross-pur- 
chase. 


5) The status of local law. If there is 
any question that the entity theory may 
not be recognized in partnership cases,*° 
or that the agreement may be held 
testamentary in character, cross-pur- 
chase may seem more desirable than 
entity purchase. Even where the entity 
theory is an open question in a particu- 
lar state, an alternative has been sug- 


State law may no longer be an important con- 
sideration. See Rev. Rul 144 (IRB 1953—16, 29). 


gested to produce the same favorable 
consequence without incurring adverse 
tax results.*® 


“Conversion” of Existing Plans 


Two new rulings indicate that exist- 
ing personal insurance policies may be 
transferred to a partnership*’ or corpo. 
ration®®’ by the owner under certain 
circumstances without incurring adverse 
transfer for value consequences. These 
rulings may prompt attorneys to con- 
sider “conversion” of some existing 
cross-purchase plans to entity purchase 
plans in both partnership and corpora- 
tion cases, where new insurance cannot 
be purchased because one or more of the 
owners of the business is no longer 
insurable, or where they are willing to 
rely on clear statutory language without 
judicial interpretation. 


An adverse tax result will still flow 
from the transfer of existing policies, 
for a valuable consideration, directly 
*o individuals other than the insured. 
The exceptions in transfers to a corpora- 
tion or partnership may be recognized 
only if the transfers are clearly within 
subsections (8) or (13) of $113(a) of } 
the Code. Unless and until the two 
rulings just discussed become more 
firmly crystallized by statute or high 
court decisions, many lawyers may 
understandably desire to avoid transfers 
of personal insurance to a_ business, 
wherever possible. At least one author- 
ity®® regards transfers under the cir- 
cumstances described in these new rul- 
ings a safe procedure without judicial 
confirmation, a viewpoint in which the 
author concurs. 7 


This paper has sought to present the 
principal problems involved in cross- 
purchase and entity purchase plans with 
objectivity. The author favors the use 
of entity purchase plans wherever they 
are practicable. However, no criticism 
is implied of those who adhere to the 
cross-purchase method in almost all 
cases until more of the problems have 
been exposed to litigation. 


Business Purchase Agreements Funded With 
Life Insurance, op. cit. supra note 4, at 7 and 8. 
Upon the death of a partner, the policies on the 
lives of the surviving. partners may be distributed 
to the insured in each case without adverse income 
tax implications: IT 3212 (CB 1938-2, 65). There- 
after, each insured may transfer his policy to the 
new partnership as a capital distribution, also 
without transferee for value implications: Rev. 
Rule 72 (IRB 1953-10,4). 


Rev. Rul 72 (IRB 1953-10,4), 53-5 CCH Fed 
Tax Reporter, Service Paragraph 6183. 

%Letter Ruling, H. T. Swartz, Head, Technical 
Rulings Division, 3/31/53, 58-5 CCH Fed Tax Re 
porter, Service Paragraph 6193. 

*®Freyburger, Assignments of Life Insurance 
Policies in Business Reorganizations—Income Taz 


Consequences, IV C. L. U. JourNnat 121, 124 
(March, 1950). 
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Kansas Trustmen Meet at 


University 


The annual Trust Conference of the 
Kansas Bankers Association was held 
for the first time on March 30th on the 
campus of the University of Kansas at 
Lawrence. Trust Division President Ro- 
bert C. Guthrie, who is trust officer of 
the National Bank of Topeka, explained 
that this afforded an opportunity to in- 
vite law students and faculty members 
from KU and Washburn. Some 140 
persons attended, including the two 
Law School Deans. 


Intelligent investment is inseparable 
from sound analysis of both long and 
short-term forces affecting the economy, 
said Dr. Leland J. Pritchard, professor 
of finance, University of Kansas. Dr. 
Pritchard foresaw a continuation of the 
current slide in business because in his 
judgment, Administration easy money 
measures thus far undertaken, plus pro- 
jected tax-easing revisions, are not of 
sufficient effectiveness to offset the de- 
cline in the industrial activity index 
from 137 to 123 at the end of February. 
He stressed that this figure, plus the 
probable end-of-March unemployement 
total of around 4.7 million were equiva- 
lent to the 1949 decline but that there 
is now no such backlog of demand for 
motor cars and housing construction as 
existed in that year. 


Dr. Pritchard explained that all minor 
adjustments were inventory adjustments 
and that a major decline only begins 
when construction, machinery and 
equipment become involved. Movements 
of this degree have in the past been 
triggered or accelerated by financial 
crises but this danger seems to be lack- 
ing at this time due to effective mone- 
tary, credit and banking controls. The 
absence of an extended speculative posi- 
tion in securities, commodities or real 
estate is also an element of strength, it 
was pointed out. Cited as an unfavor- 
able factor was the current price ‘sta- 
bility which the speaker felt might deter 
prospective purchasers from making 
commitments now in the hope of greater 
bargains at a later date. 


Leadership in the trust field needs to 
keep pace with advancement in agricul- 
tural affairs, R. B. Medlin, vice president 
of K.B.A. and president of Farmers 
State Bank of Oakley, told the audi- 
ence, citing the tremendous gains in 
agricultural equipment and techniques 
developed in the last 30 years. “A 
farmer in Logan County, Kansas,” he 
said, “200 miles from a trust institu- 


tion, owning a large farm, substantial 
numbers of cattle, acres of grazing land, 
ample machinery, money in the bank, 
needs the service of a trust bank to 
administer his affairs should he die 
while his children are small or after 


they have moved away from the home.” § have 

On the subject of pensions for bank vou 
personnel, Mr. Medlin said that a K.B.A, by “ 
committee after a year and a half of in- ies 
vestigation had concluded that there was § °° 
no over-all pension plan available. to §°"’"* 
cover all Kansas banks which was intics 
superior to having each bank establish ape 
a pension program to cover its own §’ ,. 
staff. For the smaller banks the com- §” 
mittee recommended insured pension - 
plans. The cost of an insured pension i 
plan would run about 8% to 15% of its §" 
payroll, the speaker said, and estima- = 
ting an average payroll of $3,000 a + ins 
month this would come to a total of 
$259,200 a year for the 60 banks § Six 
already actively investigating the pro- §™ pe 
gram. fifteer 

Other items on the program were the § —— 
outline of a procedure for setting up an 
estate, presented by Perry Pitcher, trust 
officer of Central National Bank & Trust 
Co., Topeka; and discussion of new § ®!22 
developments in estate planning, by Fin 
Indianapolis attorney Robert R. Girk. aig 

Of more than 600 banks in Kansas, 
only about 40 have pension plans, which Cali: 
leaves a field of expansion that ought Li 
to offer good prospects for the trust § Citi2 
departments. g “ 

ecu 
Investments could be made to a sub- a 
stantial degree in Kansas real estate J L« 
loans, with about 30% in bonds, and ig 
thereby a Kansas trust bank should be § Citiz 
able to outbid any eastern insurance § _.S? 
company, Mr. Medlin suggested. a 
Officers for the coming year were > 
elected, as follows: 
Pres.: Thomas C. Hurst, assistant - 
trust officer, Commercial National Bank, a 
Kansas City. “Se 
Vice Pres.: J. W. Shane, Fourth Na- — 
tional Bank in Wichita. Sa 
Sec.-Treas.: Raymond Platt, assistant ae 
trust officer, Central National Bank & 
Trust Co., Topeka. Colo 
De 
, a eo Unit 
De 

Connecticut Trust Conference 
in May 4 

The annual Trust Conference of the § Firs 
Connecticut Bankers Association will | “ 
again be held at the Lawn Club in New § Har 
Haven on May 12th. T 
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WENTY-FOUR OF THE FIRST 142 IN- 
i cmanas whose annual reports 
have been studied indicate that the 
volume of assets under administration 
by their trust departments ‘reached an 
all-time high in 1953. Twenty-three re- 
ported record gross income from trust 
services. While some reports gave no 
indication of volume or income, many 
either gave figures or reported results 
as “satisfactory,” “most satisfactory” 
or “gratifying.” Some had provided 
new quarters for their “expanding” 
trust departments. The only reductions 
in volume or gross income were in- 
stances where 1952 had been unusually 
advantageous because of large, non- 
recurring items. 















Sixteen specifically mentioned gains 
in pension and profit-sharing business, 
fifteen highlighted investment agency 






Banks 


ALABAMA 


Birmingham Trust National 
Bank 

First National Bank, Mobile 

First National Bank, 
Montgomery 


CALIFORNIA 


California Trust Co., 
Los Angeles 
Citizens National Trust & 
Savings Bank, Los Angeles 
Security-First National Bank, 
Los Angeles 
Union Bank & Trust Co., 
Los Angeles 
First Trust & Savings Bank 
Pasadena 
Citizens National Trust & 
Savings Bank, Riverside 
First National Trust & Sav- 
ings Bank, San Diego 
American Trust Co., 
San Francisco 


Bank of California, N.A., 
San Francisco 

Bank of America N.T. & S.A., 
San Francisco 

Crocker First National Bank, 
San Francisco 

Hibernia Bank, 
San Francisco 

Wells Fargo Bank & Union 
Trust Co., San Francisco 


COLORADO 


Colorado National Bank, 
Denver 

United States National Bank, 
Denver 


CONNECTICUT 
Bridgeport-City Trust Co., 
Bridgeport 
First National Bank & Trust 
Co., Bridgeport 

































Hartford-Connecticut 
Trust Co. 
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Gross Earnings 


Increased 


All-time high 


Substantial growth 
Satisfactory 
All-time high 


Satisfactory 


7.1% of total bank earnings 
(6.8% in 1952) 


All-time high 


Increased 


Best earnings record 


Most satisfactory 
New high 


Gross and net improved 


TRUST BUSINESS BOOMED IN 1953 


or advisory accounts, fourteen referred 
to gains by the corporate trust division, 
and fourteen stressed the number of 
new wills filed. Estate planning contin- 
ues to be a major new-business program. 
Two banks cited the increase in chari- 
table trusts and one said more institu- 
tions were using its trust department 
services. Three banks spoke of the ad- 
vantages of offering trust service at 
branch offices. 


An increasing number of reports in- 
clude fairly complete descriptions of 
the trust services offered, as against 
merely reciting the types of accounts. 
Comparisons for ten or twenty-five year 
periods, and quantitative analyses of 
total business into different types of 
service occurred each in a few reports. 
Charts on trust service were confined 
to an occasional bar chart of assets. 





Year of Growth 
All-time high 


Volume of Business 


Increases in all types 


Common trust funds, while not re- 
ported on in every instance where they 
have been established, are mentioned 
not only for their growth in volume and 
numbers of participating trusts, but 
for their reduction of time and labor, 
their improved return for the benefici- 
ary, their liquidity and the much 
greater diversification. One institution 
reported its use in connection with re- 
tirement benefit programs ‘for other 
banks; one metropolitan bank with a 
common fund had developed a program 
for trust accounts as small as $5,000; 
and many reported in more general 
ways that their common trust funds 
had proven their value. 


Details as to growth in volume of 
trust business and gross income are 
tabulated herewith and in subsequent 
issues. 






Common Trust Fund 


Increased by $1.25 million 


Quadrupled in 10 years 


All-time high; unprecedented 


volume of wills 
Expanded 
Over $42 million 


Quarters and staff enlarged 
Trusts & agencies increased 


14.5% 


Est. 12/1/53 
Over $5 million; 197 trusts 


Substantial new business... 


Est. trust dep’t at Stockton 


Corp. tr. dept. also increased 
More new accounts and wills 
than any previous year 


New high 


Expanded operation 


Expanded services 


Marked 
business 


Considerable new business 
increase in future 


Increased Volume without in- 
creased personnel 


Increasing emphasis on agen- 


cies 


Business tripled in ten years 
. . - potential business tre- 


mendous 


Gains 


5th Anniv., over $11 million; 
592 accounts 
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Banks 


Hartford National Bank & 
Trust Co. 


Union & New Haven 
Trust Co. 

First-Stamford National 
Bank & Trust Co. 

Stamford Trust Co. 

Torrington National Bank 
& Trust Co. 

Citizens & Manufacturers 
National Bank, Waterbury 

Colonial Trust Co., 
Waterbury 


DELAWARE 


Equitable Security Trust Co., 
Wilmington 


Wilmington Trust Co. 


DISTRICT OF COLUMBIA 
American Security & 

Trust Co. 
Hamilton National Bank 


National Metropolitan Bank 
National Savings & Trust Co. 
Riggs National Bank 
Union Trust Co. 
Washington Loan & 

Trust Co. 


FLORIDA 
Atlantic National Bank, 
Jacksonville 
First National Bank, Miami 


Security Trust Co., Miami 
First National Bank, 
Orlando 
Union Trust Co., 
St. Petersburg 


GEORGIA 


Citizens & Southern National 
Bank, Atlanta 

First National Bank, Atlanta 

Fulton National Bank, 
Atlanta 

Georgia Railroad Bank 
& Trust Co., Augusta 


IDAHO 
Idaho First National Bank, 
Boise 
ILLINOIS 


American National Bank & 
Trust Co., Chicago 
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Gross Earnings 


Profitable; substantial in- 
crease in corporate earnings 


All-time high 
All-time high 


Satisfactory increase 


Increased 


All-time high 
All-time high 


Satisfactory 
All-time high 


A new high 







Floor plan of new Trust Department quarters at Equitable Security Trust Co., Wilmington, Del. 


Volume of Business 


Increased 


All-time high; large number 
of agencies 
Increased 30% . . 
annual growth 
All-time high 
Considerable volume of new 
business 


. largest 


Increased 9%, accounts 54% % 
Continued growth; sharp in- 
crease in wills 


Increased satisfactorily; new 
wills exceeded expectations 
Satisfactory growth, esp. in 
non-resident business 


Steady growth 

Book value at new peak; wills 
filed increased 5% 

$102 million 

Very successful year 
All-time high 


Many new agencies & living 
trusts 


Rose significantly ... will 
appointments growing .. . 
assets over $100 million 
Exceed $17 million 


Nearly $23 million 


“Many millions of dollars” 


Finest year of trust develop- 
ment 
More accounts 
All-time high . 
number of new wills 
In 25 years has grown from 
first account to several hun- 
, and full-time staff of 
ve 


. largest 


A new high 


Substantial increase 





Common Trust Fund 


Est. 1/31/53; by year-end ex- 
ceeded $2 million . .. 170 
accounts 
Third year; $1.8 million; 147 
accounts 


Plans completed 


Excellent investment medium 


Completed fourth year; $6.97 
million; 273 accounts 


Est. 10/1/53 


Increased 


Est. 9/30/53 


Est. during year 
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Banks 
Chicago Title & Trust Co. 


City National Bank & 
Trust Co., Chicago 


Continental Illinois National 
Bank & Trust Co., Chicago 


First National Bank, Chicago 

Harris Trust & Savings Bank, 
Chicago 

Lake Shore National Bank, 
Chicago 

La Salle National Bank, 
Chicago 


The Northern Trust Co., 
Chicago 


First National Bank & 
Trust Co., Evanston 


Gross Earnings 


A new high 

New record 

Fees of $51,601 compared 
with $32,432 in 1952 


Substantially above 1952 


Best year 


Volume of Business 


Increasing number of new 
trusts and wills .. . services 
extended to four other coun- 
ties 

Continuing growth 


Agency and safekeeping in 
great volume .. . investment 
assistance, pension and profit- 
sharing trusts increasing 
Substantial increase 

New business reached all-time 
high 


Increase in wills and trusts 
Increased 

Increase in personal trusts, 
investment accounts, pension 


and profit-sharing funds 


Best new business year 











DIRECTORS 


GEORGE WHITNEY 


Chairman 
HENRY C. ALEXANDER 
President 
ARTHUR M. ANDERSON 
Vice-Chairman 
f..€. BR. ATEIN 
Vice-President 
PAUL C. CABOT 
President State Street 
Investment Corporation 
BERNARD S. CARTER 
President Morgan & Cie. 
Incorporated : 


CHARLES 8S. CHESTON 
JOHN L. COLLYER 


Chairman and President 
The B. F. Goodrich Company 
H. P. DAVISON 
Sentor Vice-President 


RICHARD R. DEUPREE 


Chairman The Procter & Gamble 
Company 


CHARLES D,. DICKEY 


Chairman Executive Committee 


M.D. JAY 


Chairman Morgan & Cie. 
Incorporated 


DEVEREUX C. JOSEPHS 


Chairman New York Life 
Insurance Company 


THOMAS 8. LAMONT 


Senior Vice-President 


R. C. LEFFINGWELL 


Vice-Chairman 


L. F. McCOLLUM 


President Continental Oil 
Company 


GUSTAV METZMAN 
JUNIUS 8S. MORGAN 
Vice-President 


ALFRED P. SLOAN, JR. 


Chairman General Motors 
Corporation 


JAMES L. THOMSON 


Finance Committee 
Hartford Fire Insurance Co. 


JOHN S. ZINSSER 
Vice-Chairman Merck & Co., Inc. 





Aprit 1954 


J. P. MORGAN & 


INCORPORATED 
NEW YORK 


Common Trust Fund 


Started March 2... at year- 
end $2.8 million and 106 ac- 
counts 


Continues advantages for 
small trusts and estates 


Completed first year with 
gratifying results 


Administrative detail reduced 
.. . satisfactory rate of re- 
turn 


CO. 


Condensed Statement of Condition March 31, 1954 


ASSETS 


Cash on Hand and Due from Banks 
United States Government Securities 
State and Municipal Bonds and Notes 
Stock of the Federal Reserve Bank 


Other Bonds and Securities (including Shares 
of Morgan Grenfell & Co. Limited and 
Morgan § Cie. Incorporated) 


Loans and Bills Purchased 
Accrued Interest, Accounts Receivable, etc... 
Banking House 


Liability of Customers on Letters 
of Credit and Acceptances......... pasaicaaeiond 


LIABILITIES 


Deposits: U.S. Government §$ 41,531,858.52 

All Other 619,996 794.36 
Official Checks Outstanding 26,626 ,251.84 
Accounts Payable, Reserve for Taxes, etc.... 


Acceptances Outstanding and Letters of 
Credit Issued 


Capital—250,000 Shares 
Surplus 
Undivided Profits 


$165,346,075.06 
217,957,979.17 
67,207 583.78 
1,650,000.00 


5,365,067 .53 
299,659,975.17 
3,241 ,380.62 
3,000 000.00 


11,789 954.91 
$775,218,016.24 


$688,154,904.72 
5,488 841.72 


11,925,138.91 
25,000,000.00 
30,000,000.00 
14,649,130.89 


$775,218,016.24 


United States Government securities carried at $52,796,617.66 
in the above statement are pledged to qualify for fiduciary powers, 
to secure public monies as required by law, and for other purposes. 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


MORGAN § CIE. INCORPORA 


TED 


14, Place Vendome, Paris, France 


MORGAN GRENFELL § CO. LIMITED 
23, Great Winchester Street, London E. C. 2, England 














Banks 
INDIANA 
American National Bank, 
Indianapolis 
Fletcher Trust Co., 
Indianapolis 
Fort Wayne National Bank 


Lincoln National Bank 
& Trust Co., Fort Wayne 
American Trust Co., 
South Bend 


KENTUCKY 
Citizens Fidelity Bank 
& Trust Co., Louisville 
Kentucky Trust Co., 
Louisville 
Lincoln Bank & Trust Co., 
Louisville 
LOUISIANA 
Commercial National Bank, 
Shreveport 
MAINE 
Canal National Bank, 
Portland 
MARYLAND 
Baltimore National Bank 


Maryland Trust Co., 
Baltimore 

Mercantile-Safe Deposit 
& Trust Co., Baltimore 


MASSACHUSETTS 


Boston Safe Deposit 
& Trust Co. 


Day Trust Co., Boston 

First National Bank 
(& Old Colony Trust Co.) 
Boston 

Second National Bank, 

Boston 





State Street Trust Co., 
Boston 


Harvard Trust Co., 
Cambridge 

B.M.C. Durfee Trust Co., 
Fall River 

Malden Trust Co. 


Agricultural National Bank, 
Pittsfield 

Granite Trust Co., Quincy 

Union Trust Co., Springfield 


Third National Bank & 
Trust Co., Springfield 

Mechanics National Bank, 
Worcester 

Worcester County Trust Co. 


Gross Earnings 


Best year 


New record 


Satisfactory 






Important 


$244,595 ($231,097 in 1952) 





Volume of Business 


New business in all cate- 


gories 

Satisfactory increase 
Increasing number of custo- 
mers 

Substantial volume 


Substantial increase 
Activities at a high level 
Cost study completed 

New record 

Best year 


Volume sustained . . . real 
property materially increased 


Healthy progress 


Substantial growth in new 
business and volume 


Increasing amounts 

5,700 personal trust accounts 
(market value over $900 mil- 
lion) ; plus 211 estates 


All-time high; notable addi- 
tions to charitable trusts 


$24 million 
Continued growth ... com- 
bined assets over $1.5 billion 


Satisfactory increase; sub- 
stantial number of will ap- 
pointments 

Continued growth; handle 
securities of 22 investment 
trusts 

Assets up 10.1% 

$23.8 million 

Substantial growth (from 


$6.5 million to $8 million) 
$28 million 


Exceeds $18.5 million 
Executorships and _ trustee- 
ships increased 5%, agencies 
22% 


In excess of $30 million 
$55.8 million; also agencies 
exceed $32 million 


513 MADISON AV. 


TRACERS CO. of AMERICA 





Common Trust Fund 


$3.2 million and 212 accounts 


Continues usefulness 


First year-end assets: 
$647,221 


In excess of $27 million 


$33.7 million... 
demonstrated 


advantages 





Satisfactory income; moder- 
ate cost 


$1.99 million, 185 trusts 






enetereterere te ererereceress 


N.Y. 22 NY. 
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OTAL VALUE OF ASSETS 


$3,041,776.21 


0 1950 195) 1953 


United States National Bank, Denver 


Gross Earnings 


Bay Trust Co., Bay City 


Detroit Trust Co. Substantial increase 


Manufacturers National 
Bank, Detroit 

National Bank of Detroit 
Citizens Commercial & 
Savings Bank, Flint 
Genesee County Savings 
Bank, Flint 

Jackson City Bank & 
Trust Co., Jackson 


First National Bank & 
Trust Co., Kalamazoo 


All-time high 
Very satisfactory 


Hackley Union National 
Bank, Muskegon 


Muskegon Trust Co. 


MISSOURI 
ity National Bank & 
Trust Co., Kansas City 


Commerce Trust Co., 
Kansas City 


7.09% of bank’s gross 


Union National Bank, 
Kansas City 


Boatmen’s National Bank, 
St. Louis 


Mercantile Trust Co., 
St. Louis 


NEBRASKA 
Ymaha National Bank 


Profitably operated 


NEW JERSEY 


first Camden National 
Bank & Trust Co. 









Inion County Trust Co., 
Elizabeth 


Feoples Trust Co. of Bergen 
ounty, Hackensack 
Montclair Trust Co. 


Morristown Trust Co. 


Burlington County Trust Co., 

Moorestown 

National Bank of New Jersey, 
New Brunswick 

Howard Savings Institution, 

Newark 


$6,786,241.16 


$17,057,232.12 


$16,683,859.60 
$14,083,163.42 . 


$38,967,191.33 







$19,709,261.53 


“50 '51 ‘52 ‘53. 


Stamford (Conn.) Trust Company 


Volume of Business 


$20 million in 412 accounts; 
46 new 
Increased 


All-time high 
Continued to increase 


Exceeds $55 million 

Most successful year 

$9.6 million; healthy growth 
..- 62 new appointments 


Increased; greater activity 
$15 million 


Several million dollars 


Steady growth 
Larger use of trust services 


‘necessitated enlarging trust 


staff and improving facilities 


Continued increase 
Continued growth . .. in- 


crease in new business 


Record volume ... all types 


Consistent and increased rec- 
ognition of Estate and Trust 
Dep’t 


Increased (55% in 10 years) ; 
also grown in new wills & 
life insurance trusts 

12 new accounts and 15 wills 
filed; year-end total of 188 
accounts, $15 million 
Growing 


Continues increase; 522 ac- 
counts totaling $50 million 
Many millions of dollars, in 
more than 450 accounts 

$10.3 million 


$15.7 million 


727 accounts; gain of 43... 
5,238 will appointments; gain 
of 305 


(To be continued in next issue) 
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Common Trust Fund 


Est. 7/31/58 


Completed first year... bet- 
ter yields, more adequate 
liquidity 


Excellent inv’t medium; com- 
bined assets $2 million 
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PupLic RELATIONS Comes or AGE 


Develops Techniques, Leadership and Literature 


Chairman, Trust Development Departmental, Financial Public Relations Association; 
Trust Officer, Sarasota Bank and Trust Company, Sarasota, Florida 


\\ 7 HEN TRUST COMPANIES MAGAZINE 

started publication in 1904, public 
relations, if it was thought of at all, 
meant simply “to conceal all the evils 
in a corporate record and coax hosannas 
from the public.” The typical advertis- 
ing consisted of a “card” in the news- 
paper, with the name of the institution, 
a list of Officers and Directors, and per- 
haps an invitation to correspond or open 
an account. Young trust officers might 
be told, “As long as you are with this 
organization, let it never be said that 
you asked for new business.” 


In spite of the prevalence of this dour 
attitude, new life was beginning to stir. 
Many institutions had appointed publi- 
city managers; the larger ones were be- 
ginning to organize new business de- 
partments; and “at least a score” of 
banks had established house organs. 
Cleveland Trust Company’s Eagle Eye 
was published for employees only as “a 
chronicle of their doings, a stimulus to 
their ambitions, and a tonic for the 
weary-minded.” New York’s Van Nor- 
den Trust Company directed its periodi- 
cal to the employees and the public alike. 
These two types of institutional publica- 
tions proved so worthwhile that today 
their number is legion, and some insti- 
tutions even publish one of each kind. 


Good employee relations is the found- 
ation for good public relations and they 
have progressed together. Group insur- 
ance, profit-sharing, special plans for 
savings and investment funds, and all 
sorts of recreational activities were 
started prior to 1915, and in that year 
the provision of summer vacation houses 
took form, led by the American Trust 
Co. of Boston and National City Bank in 
New York. 


Benefits to the Public 


A few individuals even then were 
pointing out the value of the trust com- 
*Prepared in collaboration with the staff of 
Trusts AND ESTATES, this article was deferred 


from the 50th Anniversary issue last month by 
reason of space limitations. 
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pany to the nation. 
It was an’ organi- 
zation tending to 
foster a wide dis- 
tribution of wealth 
among the people, 
they said, and also 
it assisted the man 
of small means to 
increase his wealth. Some institutions 
as early as 1906 were using ads which 
made “a little talk” direct to the poten- 
tial customer. Others said that “A mod- 
ern trust company is the only financial 
institution in the United States today 
that is properly equipped to protect 
investors from watered stock and bond 
issues,” and in addition it “has a 
well equipped department wholly de- 
voted to the management of estates, and 
can and does eliminate all controversies, 
and saves to the estate many dollars of 
expense.” Perhaps “all controversies” is 
slightly exaggerated, but at least the 
statement recognizes a frequent family 
problem and a protective duty on the 
part of the trust companies. 





An outstanding example of public 
service rendered by trust companies was 
the “Topeka Plan” first proposed by the 
Prudential Trust Co. of Topeka, Kansas. 
Prudential was at that time the only 
trust company in Topeka and it offered 
to handle the floating and management 
of city bond issues without cost and in 
a manner calculated to bring a better 
return to the city. The commercial banks 


‘supported the trust company in its pro- 


gram, with the result that the city saved 
expenses, and simultaneously, the citi- 
zens obtained a better investment oppor- 
tunity, and became more interested in 
the city’s fiscal problems and methods. 
The trust company, although rendering 
the service free of charge, was not with- 
out reward. It obtained direct contact 
with many individual investors, personal 
balances were kept at the company while 
building up for bond purchases, and 
useful contacts developed with banks, 
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courts, insurance companies and larg 
corporations both within the state anj 
throughout the nation. 


Trust company services, and the pub 
lic’s need for them, had to be develope 
in a dignified manner, hence booklet 
came into use at least as early as 1904 
Special women’s departments wit 
women managers were pioneered }y 
trust companies, and window display 
were a main feature at Guardian Tru: 
and Savings Bank in Toledo in a 19] 
advertising campaign which was cor 
sidered largely responsible for 5700 ney 
accounts and increased deposits of $1, 
000,000 in a year’s time. Community 
Trusts, which began with the Clevelani 
Foundation in 1914, rapidly becamé 
nationwide in the larger communities 
offering trust companies a new field o 
activity in charitable trusts, and anothet 
acceptable channel for publicity. 
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Origin of Financial Public 
Relations Association 


What was lacking in public relation 
in the early days was not ideas so muc 
as organization and an opportunity t 
compare experiences. In the summer 0 
1905 a group of “earnest junior trus 
company and bank officials” met in Ne 
York and made plans for a nation 
conference of financial publicity mer 
in conjunction with the American Bank 
ers’ Association annual convention th 
following October. The group include 
men from New York, Brooklyn, Plain 
field, N. J., Boston, Chicago, Cleveland 
St. Louis, Detroit and Los Angeles. Thi 
editor of Trust Companies was a mem 
ber of the organizing committee, an 
wrote favorably of the idea in the cd 
umns of the magazine. In fact editorial 
advocacy of a national association 
publicity managers had begun in Jun4 
of that year, prior to the New Yor 
meeting. 


Under the title “Organization of thé 
Banking Publicity Assn. of the U. 5. 
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York 


reporting a meeting held Oct. 10, 1905 
folowing the Trust Company Section 
convention in Washington, 

D. C. the objectives were recorded as: 
“In order to properly care for du- 
ties which may be distinctively its 
own, the Publicity Association has 
peen organized; the performance of 
such will supplement and make more 
effective the work of the American 

Bankers’ Association, which has al- 

ready taken up in detail almost every 

other department of banking. 

The chairman of the organization 
committee, Harold A. Davidson, secre- 
tary of the Home Trust Company of 
New York, who was elected as first 
president of the new organization, re- 
marked on its origins: “While all active 
banking men realized that there was a 
need for a concerted movement to prop- 
ely introduce this subject, it remained 
for the enterprising publisher of Trust 
Companies Magazine, Mr. C. A. Luh- 
now, to present the matter in a concrete 
shape. By his personal and editorial 
dforts a large number of bankers 
throughout the country have become in- 
terested, and to Mr. Luhnow, more than 
toany other one person, the present sit- 
uation is due.” 


Again, in the summer of 1909, a na- 
tional organization was proposed and 
a tentative slate of nominations pre- 
pared with A. L. Callopy of Denver as 
president. This attempt also was des- 
tined for failure, but four years later 
Trust Companies magazine was still ad- 
vocating a national association. The 
observation was made that an associa- 
tion of local clubs (there were several 
of these, the Bankers Advertisers Asso- 
tiation of Pittsburgh dating from 1906) 
might have more strength than a freshly 
instituted national organization without 
local support. One of the obstacles con- 
fronting earlier organization was “the 
fear on the part of some that valuable 
ideas originated for the use of some 
particular institution might become the 
property of all,” a fear which was not 
thared by the “acknowledged leaders in 
the field of financial advertising.” 


Success finally crowned the efforts of 
publicity men in 1915 at the meeting 
of Associated Advertising Clubs in the 
World, when approximately one hun- 
dred delegates and visitors from finan- 
tial institutions requested that a sepa- 
tate department be formed for financial 
advertisers. The request was granted, 
and organization of the Financial Ad- 
Vertisers Association was completed at 
4 meeting held in St. Louis later in the 


4 ame year. A constitution, by-laws, and 


a set of Standards of Practice were 
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adopted and the following officers 
elected to serve until the annual meeting 
to be held in Philadelphia in June, 1916: 


Pres.: John Ring, Jr., Mercantile 
Trust Co., St. Louis. 


1st V.P.: R. Reed Copp, Old Colony 
Trust Co., Boston. 


2nd V.P.: G. W. Cooke, First Na- 
tional Bank, Chicago. 


3rd V.P.: W. R. Morehouse, German- 
American Trust & Savings Bank, Los 
Angeles. 


Secy.: H. C. Swartz, Cleveland 


Trust Co. 


Treas.: H. M. Morgan, American 
Trust Co., St. Louis. 


At the end of six years of operation 
(Jan. 1922) the Financial Advertisers 
Association had a membership of 550, 
had a monthly Bulletin which was a 
going concern and “in reality a maga- 
zine,” and published also a Portfolio of 
sample booklets, folders, inserts, news- 
paper copy, and follow-up letters which 
members had found profitable in actual 
use. Today, the organization under its 
later name of Financial Public Relations 
Association has a membership of more 
than 1700. In 1922 the Publicity Com- 
mittee of the Trust Company division 
of the A.B.A. was composed of FAA 


members, and four years later the trust 


Letter from the Trust Officer 


of a large national bank in the Southwest: 


“T am sure the following report will interest you, 
since The Purse Company has prepared our trust 


advertising since 1942. 


“Our Trust Assets have increased 165% since 
1942. The number of wills on file has increased 


189%. 


“T attribute the increase in wills and Trust Assets 
to two things: your advertising program, which 
we follow, and personal solicitation. However, the 
personal solicitation was really simple once your 
program had been put into effect. It paves the way 
and opens the door, and provides the solicitor with 
an opening that makes his work much simpler.” 


Without obligation, ask for a mail demonstration 
of a trust promotion program 
that should be a profitable investment 
for your bank. 


THe Purse COMPANY 


Huadpuitis fav Trait A ducting 


CHATTANOOGA, TENNESSEE 


NEW YORK * CHICAGO * BIRMINGHAM 











































































development men met in Detroit at the consider that while the leaders among .. +t 
same time as the FAA, and requested men and institutions are forging ahead, Bh 
Complete Fiduciary the formation of a Trust Development many of the slower minds have not ye ods 
Division. The resulting Departmental begun to move. Three years after the 

Service sessions are now a regular feature of Trust Division had complimented itself 
the FPRA conventions and publications. on improvement in relations with attor. 
neys, one individual wrote “the relation. 
ship, if any, between members of the 
From this time on the idea and prac- bar and trust officers has been a moot Info 
tice of public relations spread more question,” and there are some parts offfles coli 
rapidly. In 1915, when the FAA was the country where the same thing wouligmen. ' 
organized, Mississippi Valley Trust Co., be said today. Another writer, in 1932 having 
St. Louis, became the first trust com- commented that “Public Relations jsthem. 
pany featured in a commercial moving comparatively new as it pertains tog/kerd, 
picture play. This was “The Making banks” and described the training of agthe tru 
of John Hayes,” written by G. Prather bank staff in public relations as desirabk go the 
Knapp, publicity manager, and certain ut still “radical.” nated. 
scenes called for the actual operation and e' 


UNION PLANTERS of a bank, as well as a meeting of a Beaining Seledly Setablished rect be 


board of directors. With the permission The first regular course in trust de-firewsp: 
NATION AL B ANK of president Breckinridge Jones, the Velopment training was started only infifrom | 
scenes were taken in the bank on a 1945. depart 
Since 1869 Sunday. The entire group of directors, In that year the Trust Division of theff the be 
officers, personnel and their families was _ Illinois Bankers Association founded theff obtain 

MEMPHIS, TENNESSEE invited, and those who did not appear Trust Development School in Chicagof{ which 
as trust company men supplied the need with annual 3-week summer sessions, except 


for a busy throng of customers hurrying and three years later the FPRA estab. 


Capital Surplus and Undivided . ° ; - 
Dividends Over 20 Million Dollars through the lobby. lished a School of Public Relations with 


inches 
of the 
came é 
investn 


Increased Momentum as with 


Con 
the ge 
A decade later, in 1926, the Ohio # 2-week summer course and attendance§ ¢ yy, 


Bankers Association was inaugurating a for three years required for graduation. § tryst | 
Member Federal Deposit Insurance Corporation Public Relations Department “to bring Both schools draw upon the facilities $.A., 
and faculty of Northwestern University expect 


as well as upon the experience of fullf , tre 


century of cultivating relations with the "me trust and other business men. New jects, 


Bar was hailed by the Trust Division of York established an _annual Bankers§ and 
the ABA, and Cecil Berry of Union School of Public Relations in 1948, with f jecs - 


one week’s study and a three year pro-§ jou), 
gram for graduation, associated with® {1 
Syracuse University, and Pennsylvania'’s§ night 


tively easy to obtain the hearty coopera- annual Trust Development School was handi 
tion of the underwriters. Most of the in- founded in 1953. in co 
surance companies are already moving Generally speaking the hard times off tions; 


toward our trust departments as natural the early and middle thirties impeded § huma 
allies.” the progress of public relations. The 


need was there, possibly greater than § tions 
ever, but few real advances date from § close 
that period. news, 
brous 





about coordinated educational and pub- 
licity effort.” The efforts of a quarter 





Trust, Detroit, was advising that “Our 
own experience and that of other trust 
companies proves that it is compara- 


On the organizational side “the most 
important development during recent 
years” was the “establishment of Corpo- 
rate Fiduciary Associations and the con- An Experiment in Cooperative 
duct of regional trust conferences.” It Publicity An 
“WHY DELAWARE?” Tax and trust was estimated that there were 250 full One of the brighter spots, however,§ 
laws of the State of Delaware time trust new business people at that was the cooperative news publicity pro- time, 
pans See err See period, and one of them summarized gram undertaken by the trust institu-f§ °P¢" 
agement and conservation of the steps evolved within the recollection tions of Los Angeles in 1935. The trust: coln- 
tage: "Bes. rm. _ of “this present generation” as: a) the men there were able to obtain the ser-§) 
eee syns bile period when the depositor paid to have vices of Mr. Stanley Ikerd (then editor} Y°™ 
er the bank keep his funds safely; b) the of the Southern California Banker) who and 
masising these benefits. insertion of brief bank “cards” in local was favorably known in all newspapet each 

newspapers; c) the development of ad- offices as well as in all of the banks and N@t 

WILMINGTON vertising campaigns; d) the sending of trust companies. He approached J. K. City, 


bank representatives to call upon pros- Baillie, financial editor of the Los An °U" 


Trust Compony pects; e) and finally the era when soli- geles Herald and Express, an evening * tin 
— se citation of trust business was accepted paper with a circulation of 280,000, and and 


Capital Funds .. . $ 22,395,486 practice. with the approval of the publisher 4 Sd 


Total Assets ... . $246,498,784 Lest progress appear to be easier than new column appeared Fridays on the ie 
r 


it really is, one might pause here to financial page under the capition, “Trust 
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ctivities — News and Views.” It occu- 
pied a space of approximately 30 column 
ches per week and carried the by-line 
of the financial editor. This column be- 
same a popular feature with attorneys, 
investment and insurance men, as well 
as with the general public. 
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Informative articles in the Los Ange- 
les column were attributed to local trust- 
men, who were quoted, the substance 
having been previously approved by 
thm. Spot news was referred to Mr. 
Ikerd, and all copy was cleared with 
the trust officer and public relations man 
of the institution where the story origi- 
nated. Other papers cooperated freely, 
and every trust institution received di- 
rect benefits. The numerous letters to the 
newspaper, and the frequency of visits 
from customers who came to the trust 
departments bearing clippings, support 
the belief that the public as a whole 
obtained information it wanted, but 
which might not have been available 
except for this program. 
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Commenting on the experiment and 
the general subject of publicity, James 
E. McGuigan, then vice president and 
trust officer of Bank of America N.T.& 
$.A., Los Angeles, said “The public 


expects newspapers to contain news on 


of full, tremendous number of different sub- 
n. News iccts, many of which are more technical 
Bankers and far less interesting than trust busi- 
'S, with ness . . . we who have the knowledge 
ar Pro-# should assist by bringing to light in- 
d with formation and news that otherwise 
vania's might not become known. . . . We who 
ol was handle the administration of trusts are 
| in constant contact with human emo- 
mes off tions; and it is the expression of those 
npeded § human emotions that makes real news. 
s. Thef... We should establish friendly rela- 
r than§ tions with the editor and maintain a 
> from§ close contact with him. . . . He reports 

news, but he cannot report if none is 
tive | brought to his attention.” 

Another event of 1935, more signifi- 
wever, |) Cant than it may have appeared at the 
y pro- time, was the inauguration of annual 
‘nstitu:@ °Pen house tours for directors at Lin- 
. trust-@ oln-Alliance Bank & Trust Co., Roches- 
re ser: "et, New York. This was held in the 
editor™ °Yening with the entire staff on hand, 
) who 20d the directors were guided through 
spaper each major department. By 1939 First 
<s and National Bank & Trust Co., Oklahoma 
J. K.§ City, was operating weekly two-hour 
.s An-@ ‘urs for customers, taking 25 to 30 at 
ening § 2 time under the direction of an officer, 
0, and and providing light refreshments on the 
her a 'P floor. Twelve years later a similar 
n the™ Program developed by Rex Lentz at 
Trust Mercantile National Bank of Dallas, re- 

sulted in 36,000 visitors being conducted 
TATES 
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through the various departments of the 
bank. Now the Central National Bank 
of Cleveland has provided the example 
of a tour on television. 


New Life in the Forties 


Once into the 1940s, public relations 
in banks and trust companies entered 
upon a new era of advancement. The 
media employed for publicity ran the 
whole gamut from addresses at public 
meetings through newspapers, booklets, 
brochures and direct mail programs to 
radio and television. In most cases those 
who took to the air used spot advertising 
and the sponsoring of popular plays 
and musical features, of which the sym- 
phony sponsored by Chicago Title & 
Trust, and the choristers of the Northern 
Trust Co. of Chicago, are outstanding 
examples. 


The Open House on anniversaries, at 
the opening of a new office or the re- 
furbishing of an old one, has become 
a commonplace, and is often associated 
also with Know-Your-Bank Week, a 
community-wide program which has re- 
ceived wide backing from state bankers 
associations. Business - Industry - Educa- 
tion days have been the occasion of 
visitations from schools, and many trust 
institutions have arranged other times 
for additional visits from students or 
teachers — a most forward-looking pro- 
gram. Some conduct regular training 
courses for selected students of senior 
high-school grade. 


Forums Prove Their Worth 


Forums on Estate Planning, Invest- 
ment, and Finance generally, which now 
have swept the country, had their origin 
back in 1944, when a radio series of 
panel discussions was sponsored in Los 
Angeles by Citizens National Trust & 
Savings Bank. The following year 
Peoples- First National Bank in Pitts- 
burgh invited women customers to 
afternoon tea and talks on economics 
and estate planning. This was followed 
by meetings for officials of corporate 
customers with addresses by prominent 
economists. During the winter of 1945-6 
the Simsbury (Conn.) Bank & Trust Co. 
introduced a series of four “night 
classes” on trust services for audiences 
ranging from 70 to 140 bank customers. 
In October, 1946, the Mercantile Na- 
tional Bank of Dallas inaugurated a pro- 
gram of forums planned by trust officer 
Clarence Sample, which set a pattern 
for professional and lay forums gener- 
ally. Three years later First National 
Bank of Minneapolis and First National 
Bank of Oshkosh conducted women’s fi- 
nance forums, and from then on the 
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program snowballed until today more 
than 140 institutions have held finance 
forums. Many have conducted them re- 
peatedly on an annual basis and the 
audiences have been sometimes women, 


sometimes men, and in a few cases both API 
together. custoo schola 
CARE AND MANAGEMENT ; contes 

Talks to members of the bar and to a | instru 
life underwriters have long been part of contes 
a trust officer’s schedule. Under the im- ance | 
petus of growing interest in . forums, partic 
many institutions have arranged special and it 
forums for professionals. The Corpo- Out ¢ 
rate Fiduciaries Association of Chicago course 
ran an excellent series of joint luncheon MARINE a rept 
forums with the bar and life under- RUST DEPT. ventio 
writers. Similar luncheon or one-day , tions 
forums have been held in a number of almos 
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estate planning, for business men on lishing 
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of the forum to these branches in turn, public relations, whether in advertising standards for working together in estate B durin; 
one of the earliest and most effective copy, in the work-a-day experience of planning have been evolved on the local 1947- 
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tax matters, go on a tour of the bank, 
and are the bank’s guests at luncheon. 
The conference is followed by corre- 
spondence with the young men and the 
senior partners who appointed them. 


Approaches to law students include 
scholarships in estate planning, and 
contests in the writing of wills, trust 
instruments, and other documents. These 
contests are worked out with the assist- 
ance of the faculty and the local Bar, 
particularly as to setting the problem 
and in the matter of appointing judges. 
Out of 106 law schools only 36 give 
courses in estate planning, according to 
a report made at the 1953 annual con- 
vention of the Financial Public Rela- 
tions Association in Detroit, and in 
almost every case local trust depart- 
ments have been instrumental in estab- 
lishing the course as well as in making 
it practical. 


How this program works can be seen 
from an actual instance. The Seattle 
Life Insurance and Trust Council spon- 
sored a will drafting contest at the Law 
School of the University of Washington 
during the school years 1946-7 and 
1947-8. While the contest was continued 
thereafter, both the Council and the Law 
School faculty felt that more could be 
done, and a Seminar in Estate Planning 
was inaugurated the following year. All 
students enrolled in the seminar have 
completed courses in real and personal 
property, wills, trusts, and federal taxa- 
tion, and some have completed the 
school courses in probate practice and 
insurance. The seminar meets for a 
series of two-hour lecture and discussion 
periods. At each of these the pre- 
arranged topic is presented by an ex- 
perienced trust officer, insurance under- 
writer, accountant or lawyer. The lec- 
turers are selected with the assistance 
of the Council and are appointed as 
associate or “clinical” members of the 
Law School faculty. So much interest 
has developed that other members of 
the Council often sit in and join the 
seminar discussions. At the first meet- 
ing the students receive a list of topics 
and speakers for the 18 seminar ses- 
sions, an extensive bibliography, and 
notification that they are entered as 
contestants for the Council’s annual 
prize. A copy of the rules and a state- 
ment of “facts” relating to the hypotheti- 
cal client for whom the instrument is 
to be drawn as the final step in the 
seminar is also presented at that time. 


Invitations to law students to visit 
the bank or trust company on a partic- 
ular day are sent annually by some 
institutions to a law school in their com- 
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munity. Usually this includes a tour 
conducted by one or more officers of the 
trust department and the entertainment 
of the students at luncheon. Literature 
and forms sent to local attorneys has 
proven a very good medium for build- 
ing goodwill between trust institutions 
and the lawyers, both those at the 
Schools and those in active practice. 
Perhaps the most widespread program 
— with forums as a possible competitor 
— is the use of advertising copy which 
advises the public to have wills drawn 
by their own attorney and to obtain his 
advice on all matters involving impor- 
tant legal factors. This is far removed 
from the period when trust institutions 
were competing with the Bar and with 
one another in the writing of wills — 
so far that it has been publicly com- 
mended by the Bar itself in the publica- 
tions of the American Bar Association’s 
Committee on the Unauthorized Prac- 
tice of Law. 


In at least one instance educational 
advertising has been undertaken as a 
cooperative effort. The Dallas Estate 
Council in 1952 conducted an educa- 
tional campaign with the slogan “Check 
Now” which dealt simultaneously with 
wills, trusts, tax matters and life insur- 
ance. Funds for the campaign stemmed 
from personal contributions of Council 
members, including attorneys, life un- 
derwriters, trustmen and accountants. 
The program made use of magazines, 
newspapers, posters, leaflets, inserts, 
postage meter emblems, lapel buttons, 
lectures and TV. 


IN CALIFORNIA 


Grassroots Problem 


Speaking nationally, one may say 
fairly that public relations has come of 
age in the banking and trust fields. It 
has a strong organization. It has a 
trained leadership and facilities for 
training additional leaders. It has 
achieved notable successes both with 
the professional groups and with the 
general public. It has also a literature 
of its own. The Bulletin and Portfolio 
of the FPRA are supplemented by an- 
nual bound volumes of the proceedings 
of the FPRA convention, including re- 
ports on the various departments. As 
these are recorded stenographically, 
they include discussion as well as 
speeches, and a body of printed inform- 
ation is gradually being assembled 
which represents experience from all 
parts of the country and from institu- 
tions of varying size in many types of 
communities. In addition, articles are 
constantly appearing in other periodi- 
cals, and a number of excellent manuals 
on public relations have come off the 
press, including such outstanding ex- 
amples as Public Relations Handbook 
(Prentice-Hall) and Edward L. Bernay’s 
Public Relations. 


Public relations will always be a 
grassroots problem, however, since it 
must be expressed by individual people 
and institutions. No amount of general 
advertising can ever take the place of 
the direct individual approach. Each 
institution must be constantly improving 
its service, and each employee engaged 
in the daily practice of friendly and 
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efficient relations with customers, and 
the community in general, if the desired 
quality of public relations is to be 
achieved and maintained at the local 
level. . 


This is all the more true since new 
generations of employees and leaders 
are constantly appearing within — the 
trust business itself and in the related 
fields of law, insurance and accounting. 
Among customers and prospects like- 
wise there are always those who have 
only recently come to consideration of 
trust services and are not familiar with 
the concepts and programs fostered by 
forums and advertising. Furthermore, 
the broadening field of trusteeship has 
established new relationships which ex- 
tend to literally millions of people who 
in previous decades were not thought 
of as trust prospects, and to these new 
fields much thought must be given. The 
improved forms of reporting to benefi- 
ciaries which are in use by some institu- 
tions suggest another large area for 
better public relations with more “sat- 
isfied customers” becoming in effect 
voluntary salesmen of trust services. 


Financial public relations will always 
need its organization, its leadership and 
its literature, but with all our techniques 
it is still the individual that counts. 
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Perhaps the most important objective in 
the area of fiduciary service in a me- 
chanical age will be to keep the “per- 
sonal” aspect of the personal trust 
department. ; 
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Correspondent Trust Service 
Inaugurated by C & S 


A plan for wholesaling top quality 
trust service to correspondent banks in 
any community in Georgia, was outlined 
by Harvey Hill, vice president and gen- 
eral trust officer of the Citizens & South- 
ern National Bank, at a recent series of 
C & S sponsored regional meetings for 
correspondent banks. Within 10 days 
after the meetings, three Georgia banks 
had already taken advantage of the new 
C & S trust service. 


Under the plan, which is modeled 
after one now employed between C & S 
and its nine affiliated banks, local banks 
with trust powers would act as co-execu- 
tors or co-trustees with the C & S trust 
department, one of the largest in the 
Southeast. Local officers and directors, 
according to Mr. Hill, know the family, 
customs and financial circumstances of 
beneficiaries, and local factors that in- 
fluence administration of a trust. 


Although many Georgia banks have 
trust powers, only a handful have trust 
departments, Mr. Hill pointed out. Such 
banks under the C & S Plan can set up 
a local committee of officers and bank 
directors, setting policy for handling of 
a trust account. The C & S, in turn, 
would provide the mechanical and in- 
vestment service of its own trust depart- 
ment on a split fee basis. 


Mr. Hill cited a typical case where the 
plan would benefit the local bank and 
its community. Mr. X’s estate consists 
of $15,000 in life insurance, a home 
valued at $15,000 and a small going 


business. Rather than sell the busineg 
and invest the funds from the sale, th 
C & S where possible would work wit, 
the local bank to find someone to oper 
ate the business thereby maintaining jj 
as an income-producing unit for bot 
the family of the deceased and for the 
local bank’s community. 


In some cases, the local bank and the 
C & S as co-trustees might invest funds 
of an estate in the C & S’s common trust 
fund, thus giving certain smaller estates 
the benefit of safety, diversity and good 
yield not otherwise available. In other 
cases, the trust would draw on the ser. 
vices of the C & S’s investment research 
department. 


Where one of the correspondent bank: 
has a trust department, the C & S offers 
to assist in such ways as establishment 
of will review procedures; obtaining 
qualified personnel; helping to build 
prospect lists and solicitation proced. 
ures, establishing a common trust fund 
or assisting in ironing out operating; 
problems. 

Regional meetings at which the plan 
was described have been held in Val: 
dosta, Albany, Macon and Atlanta. Since 
many correspondents found it difficult to 
get to the annual meeting in Atlanta, 
Walter Hobbs, vice president in charge 
of correspondent banking, developed 
the idea of taking the meeting to them. 
Total attendance so far has been almost 
double that of the single meetings held 
in Atlanta. 
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Provident Trust Holds 
Conference for Correspondents 


Provident Trust Company of Phila- 
delphia has lined up a fast moving Con- 
ference for Bank Correspondents on 
Wednesday, April 21. The theme will 
be, “Maintaining Bank Earnings in 3 
Period of Business Adjustment.” 
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ON THE PUBLICITY FRONT 


Trust Advertising 


“To do one job and do it well” — 
the main theme of advertising from 
Fiduciary Trust Co., New York, finds 
fitting illustration in the “men of the 
old merchant sailing ships” aloft in the 
rigging, whose “one job” was “to sail 
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“Th 
the ship in good weather or in foul.” 
This particular ad is pointed toward 


the investment management accounts 
and living trusts. 


( 
ae, 


“Alfred Noyes recognized the import- 
ance of music in the lives of everyone. 
Just as music can play an important part 
in a man’s life, so can the feeling of 
security that comes from sound planning 
for the future.” So states an ad of 
San Antonio Loan & Trust Co. pub- 
lished in the program for the Grand 
Opera Festival. The text pointed out 
how careful estate planning can increase 
the “feeling of security,” and the whole 
ad began with a quotation from the poet 
about music. This was one of a series. 


“How much is an estate?” asks a 
recent Girard Trust Corn Exchange 
Bank ad, and promptly answers the 
question, “Whether you have $10,000 

. $50,000 . . . $500,000 or more, you 
have an estate which deserves experi- 
enced management and wise arrange- 
ments for the future.” 


“The woman in your life . . .” and 


children need the protection of a sound 
property arrangement which minimizes 
taxes and costs, advises an ad from 
Central National Bank, Richmond, Va. 
The woman is pictured in the ad which 
stresses consultation of one’s lawyer, as 
well as the bank’s services as executor 
and trustee. 


“Could Your Wife make out your in- 
Come tax return?” inquires an ad from 
Bankers Trust Co., New York, which 
Pictures the wife asking her husband to 
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explain one of the more difficult “in- 
structions” in Form 1040. The text 
points out that the income tax return 
is far simpler than the duties of 
executor, which is “why many men 
particularly those with large estates 
give their wives the assistance of 
experienced Trust Company as co-execu- 
tor.” 


“What a Judge recommends” — in 
an ad from Commerce Union Bank, 
Nashville — turns out to be “the ad- 
vantages of naming a bank or trust 
company as executor.” These advan- 
tages, he said, may very well be pointed 
out by a person’s lawyer when consulted 
about a will. After using the ad in the 
newspaper, the bank sent copies with a 
covering letter to members of the local 
Bar. The judge referred to is the Hon. 
William F. Waugh, Judge of the Pro- 
bate Court, Cook County, Ill. Another 
ad from the same institution pictures a 
man’s hand discovering in a desk drawer 
a document with a note attached saying, 
“Make a new will.” The caption asks, 
“Have you made this mistake?” 


“Is your Coverage leaving anyone 
out?” asks a Fort Worth National Bank 
ad, picturing the efforts of father, mother 
and five children to get under one small 
umbrella and escape the rain. The text 
applies the situation to the family’s 
financial plans, suggesting that more 
life insurance may be needed and that 
the reader “consult your Life Under- 


writer.” 
aut para a {I 


“Chart your course with care so their 
ship will come in” advises First & 
Merchants National Bank of Richmond, 
Va., in an ad which shows a ship’s offi- 
cer using his sextant. The text points 
out that the advice is particularly applic- 
able to “a modest estate — $20,000 to 
$100,000.” 


“Hats off to the Life Insurance Pro- 
fession” says an El Paso National Bank 
ad used during life insurance week. The 
text cites especially three ways in which 
life insurance serves — as the major 
asset of a small estate, to provide liquid- 
ity in a large estate, and to implement 
buy and sell agreements between part- 
ners. 


Booklets 


An illustrated folder which describes 
the new building and facilities of First 
National Bank of Ft. Lauderdale, Fla., 
includes a photo of the trust department 
with the explanation, “Now with its 
own private entrance direct from Las 
Olas Blvd., the Trust Department is com- 
pletely new in its physical location and 
facilities. Unchanged, however, in its 
experience and dependability in Trust 
matters.” 


“Your Financial Autobiography,” 
suggests the February Journal of Union 
& New Haven Trust Co., (Conn.) is a 
subject of interest individually or as an 
adult parlor game. Ten questions are 
provided as a starter: Your first mem- 
ory of money? The first money you ever 
earned? Your first regular job? Your 
first bank account? How you learned to 
save? Your first loan? Your first in- 
vestment? Your financial education? 
The worst financial mistake you ever 
made? The best financial step you ever 
took? 


“A lift for the future” appropriately 
begins and ends with the elevator which 
takes customers and prospects to the 
new trust department quarters at 
Phoenix State Bank & Trust Co., Hart- 
ford, Conn. The 12-page brochure is 
well supplied with photographs of the 
new rooms and equipment and of the 
officers and personnel. By picture and 
text the reader is conducted on a brief 
tour of the department, its services being 
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described in a manner that is brief but 
pleasant and carries the flavor of a 
cordial greeting to a friend. On the 
three nights of open house 800 people 
visited the department rooms. Copies 
of the leaflet were given to the visitors 
and mailed to the others on the invita- 
tion list of 2,200. 


Forums 


The National City Bank of Cleveland 
is sponsoring a four-meeting Women’s 
Finance Forum in April an’ May fea- 
turing talks on Economics, \nvestments, 
Life Insurance, Estate Planning-Wills 
and Trusts. Following an introductory 
talk by Lewis B. Williams, the bank’s 
chairman of the board, James M. Daw- 
son, vice president and economist will 
‘speak on “America’s Economic Future.” 
“Investment Planning” will be discussed 
by Robert B. Blyth, vice president and 
senior investment officer, and Burton A. 
Miller, vice president in charge of Trust 
Investments. Mrs. Marion Stevens Eber- 
ly, of the Institute of life Insurance, 
New York, will speak on “The Place of 
Life Insurance in Personal Money Man- 
agement,” and Mrs. Nancye B. Staub, 
assistant vice president and trust officer 
of the Morristown (N.J.) Trust Co., will 
conclude the series with an address on 
“Estate Planning, Wills and Trusts.” 


As a follow-up to finance forums in 
the several communities where it has 
branches, Security Trust & Savings 
Bank, San Diego, recently put through 
a successful forum on TV. The time 
chosen was Monday mornings because 
on that day many of the stores do not 
open till noon, Miss Sylvia F. Porter, 
New York financial columnist, spoke on 
the handling of family finances; Thomas 
M. Cunningham, Jr., partner of Cun- 
ningham-Cleland Co., discussed securi- 
ties investment; and Kenneth S. Walker, 
vice president and trust officer of the 
bank, explained estate planning, includ- 
ing wills and trusts. Working with the 
speakers were president Allen J. Suther- 
land, a TV staff announcer, and a pro- 
fessional actress who took the part of 
dn average wife asking typical questions. 
The new interest in the bank, and the 
favorable comments made at all of its 
branches convinced the bank that its 
effort and expenditure had been well 
worth while, and that a still larger TV 
forum should be undertaken next year. 


An Estate Planning Forum, attended 
by 500 San-Diegans and sponsored by 
Union Title Insurance & Trust Co., was 
held on December 3, 1953, the first of 
its kind in the area. The advantages of 
a team of planners were set forth by 
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Joseph Trachtman addressing second meeting of Women’s Finance Forum sponsored by 
First National Bank of Miami. President Ralph W. Crum presided. 


William R. Spinney, manager of the 
Company’s estate planning department; 
tax techniques were discussed by Arthur 
B. Willis, attorney and C.P.A.; Howard 
Patrick, field assistant in charge of estate 
planning for the Kellogg Van Winkle 
Agency of the Equitable Life Insurance 
Co. in Los Angeles, told how to preserve 
businesses involved in estates; and the 
accountant’s detailed knowledge of the 
business plus the importance of accurate 
information was shown in relation to 
estate planning by Charles F. Reinhardt, 
C.P.A. 


The First National Bank of Miami 
completed in April the first large scale 
women’s finance forum conducted in 
the Greater Miami Area, with total 
registration of 2,439 for the series. 
Attendance ranged from 1,000 to 1,700 
and approximately 500 attendance cer- 
tificates were awarded to those women 
who attended all four meetings. At each 
session, following the main address, a 
panel of the bank’s officers discussed 
questions submitted by the audience. 
Speakers were Dr. G. Rowland Collins, 
dean of the Schools of Business of New 
York University, on “This Economic 
World in Which We Live”; Joseph 
Trachtman, New York attorney and 
New York Legal Editor of Trusts ANp 
EstaTEs, on “How a Modest Estate Can 
Be Made to Do The Most For One’s 
Family”; Mrs. Marion Stevens Eberly, 
Director of the Women’s Division of 
the Institute of Life Insurance on “Life 
Insurance is a Family Matter”; and 
Frank M. Totton, vice president of the 
Chase National Bank and Chairman of 


the Public Relations Council of the 
American Bankers Association, on “The 
American Woman Looks at Banking.” 


As part of its 150th anniversary cele- 
bration, Worcester County Trust Co., 
Worcester, Mass., will conduct a series 
of women’s forums this spring cover- 
ing the subjects of wills and _ trusts, 
investments and estates. 


The 1954 series of trust forums to be 
sponsored by the United States National 
Bank of Portland Oregon, will include 
meetings in Albany, Astoria, Bend, 
Burns, Eugene, Grants Pass, Klamath 
Falls, La Grande, McMinnville, Ontario, 
Oregon City, Pendleton, Portland, Rose- 
burg, Salem and The Dalles. Among the 
subjects presented will be the need for 
a will, misconceptions about estate plan- 
ning and administration, and _ tax 
dangers. In the past four years the bank 
has conducted 50 forums in Oregon 
communities where it has branches. 


A recent finance forum for women 
members of the various clubs in Fau- 
quier County, Virginia, “in recognition 
of their abilities and achievements as 
homemakers, as leaders in community 
betterment and as successful workers in 
a vast field of varied occupations,” was 
sponsored by Fauquier National Bank 
of Warrenton. 


An all day forum for 200 members 
of the junior bar section of the Phila- 
delphia Bar Association was recently 
sponsored by the Pennsylvania Com- 
pany for Banking and Trusts. The topi¢ 
was the legal and financial problems of 
estate planning for a family business 
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interest. At the morning session Joseph 
Trachtman, New York attorney, and 
New York legal editor of TRUsTs AND 
ESTATES, was the speaker. The after- 
noon was devoted to a two-hour panel 
discussion. The fourth consecutive an- 
gual finance forum for women, spon- 
sored by the same institution, will be 
held this year on May 20, with Mrs. 
Ivy Baker Priest, treasurer of the United 
States, and Dr. Harold S. Cherry, first 
vice president of Lionel D. Edie & Co., 
among the speakers. 


Three discussions — on Personal Fi- 
nances, Investments, and Estate Plan- 
ning: Wills, Trusts and Taxes — were 
included in the March Women’s Forum 
cosponsored by The First Trust Com- 
pany and First National Bank of Lin- 
coln, Nebraska. Officers of the two insti- 
lutions presented the subjects, and a 
registration goal of 800 was easily ex- 
ceeded. 

The First Chester Office of the Fidel- 
ity-Philadelphia Trust Co. and _ the 
Young Women’s Christian Association 
of Chester, have just concluded a 
Women’s Finance Forum of three meet- 
ings. Howard C. Petersen, president of 
Fidelity-Philadelphia spoke on “Are 
Women Taking Over Our Finances”; 
the Honorable John V. Diggins, Judge 
of the court of Common Pleas Delaware 
County, discussed “Is Joint Ownership 
of Real and Personal Property Desir- 
able?” and Frederic C. Wheeler. vice 
president of Fidelity-Philadelphia talked 
on “Wills, Life Insurance, Social Se- 
curity and Estate Planning.” Mrs. Mar- 
garet J. Brick, adult program director 
for the Chester Y.W.C.A. and Pleasanton 
H. Ennis, assistant vice president of Fi- 
delity-Philadelphia were in charge. 
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ANNIVERSARY COMMENTS 


(Continued from page 356) 


colossal undertaking to correlate all of 
the material and to space it as well as 
vou did. The entire issue is done with 
laste and with a real feel for the history 
and problems of our business. 


Many thanks for asking me to partici- 
pate. It was fun writing the article and 
the few small changes which were made 
in it improved it. The cartoons were 
delightful and added visual help to the 
fantasy aspect of the piece. 

Let me congratulate you on your 
tecord of 50 years of service to the trust 
business and express my sincere wishes 
for many more years of success. 

Robert A. Jones, 
Vice President 
New York Guaranty Trust Co. 


Aprit 1954 


What a beautiful anniversary issue 
that is of Trusts AND EsTATEs, and how 
justly proud you can be of it! I have 
read Samuel Waugh’s article with great 
interest, and hope some use can be 
made of it. 

Henry Hazlitt, 
Newsweek 


New York 


You are to be congratulated on the 
Fiftieth Anniversary issue of TRUSTS 
AND Estates. I have made a small start 
in reading a number of what appear to 
be very interesting articles, and look 
forward to digesting a lot of worthwhile 
material. I am glad that Chemical was 
represented by an ad in this issue. The 
best of luck. 


John L. Gibbons, 
Vice President 
Chemical Bank & Trust Co. 


New York 


Congratulations on your most excel- 
lent fiftieth anniversary issue. It is so 
much better than most issues of this 
type that it stands in a class by itself. 
There are two words that came to me 
as I went through it: “thought” and 
“substance.” 


The issue gave evidence of a lot of 
planning and forethought and tells com- 
pletely the story of trust business for 
the fifty years in which your publication 
has lived. You have commanded a blue 
ribbon list of contributors, and it has 
all added up to a publication that really 
becomes a piece of permanent trust 
literature. 


Robert Lindquist, 
Vice President 
Harris Trust & Savings Bank 


Chicago 


Your general idea for the celebration 
of your Fiftieth Anniversary was an 
excellent one. With the exception of 
the article commencing on page 242, 
I thought that the authors had handled 
their assigned subjects with great skill 
and in a most educational and informa- 
tive way. Last night I had the oppor- 
tunity of going through the entire issue 
although I must admit I have not as 
yet read all of the articles. I was quite 
intrigued by the staff article on the 
Astor family which I read in full. This 
idea of giving the story of the creation 
and use of “Famous Fortunes” should 
arouse a great deal of interest on the 
part of the readers of TRUSTS AND 
ESTATES. 


The picture of the Eastman House 
together with the statement describing 
it prepared by your staff livened up the 
two pages which covered “Patron of 
the Arts and Sciences,” and I wish to 
thank whomever on your staff finally 
it together and. prepared the captions 
for the manner in which it was pre- 
sented. 


John W. Remington, 
President’ 
Lincoln Rochester Trust Co. 


Rochester, N. Y. 


I have read some of the articles in 
the 50th Anniversary Issue with keen 
interest and, as time permits, will read 
the entire issue. We, of the Corporation, 
are keenly interested in trusts manage- 
ment and, having had some experience 
as Superintendent of Banks of Ohio, 
and in contact with some of the fine 
trust companies in that state, I have had 
the keenest of admiration for the ser- 
vice which trust companies and trust 
departments of banks are rendering to 
the people of our Nation. 

H. E. Cook, 

Chairman 

Federal Deposit Insurance Corp. 
Washington, D. C. 


Valuations for 
Estate 
Admztnistration— 


@ Tangible and intangible. 
property, personal and real, 
including unlisted stocks, 
mortgages, patents, resi- 
dences and fine arts — 


For estate and inheritance 
_ taxes, distribution’ to heirs, 
sale, insurance, and other 


purposes. 
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Financial Tudependence for Women 


The Modern Way of Providing Security 


ODAY’S WOMAN — BE SHE WIFE, 

widow, daughter, or sister — has 
a healthy interest in the property from 
which her income is derived. The help- 
less creature who never knew anything 
about money except how to spend it 
has almost disappeared. So has the de- 
termined lady without business exper- 
ience who didn’t want anyone telling her 
how to run her affairs. Today’s woman 
recognizes her own inexperience in fi- 
nancial affairs and her need for expert 
help, but she wants to understand how 
her property is being managed. The 
intelligent interest which today’s woman 
has in financial matters, plus the sub- 
stantial share of the country’s wealth 
which she is acquiring, have made her 
an important and valued customer of 
trust companies and banks. 

There was a time when women re- 
sented having a trust company or bank 
named as executor under the wills of 
their husbands or fathers; they regarded 
the selection of a corporate executor as 
evidencing lack of confidence in them. 
Today, however, women acquainted with 
the matter appreciate the fact that the 
settlement of estates is not a job for an 
amateur, that it requires skill and ex- 
perience as well as a great deal of time. 
Women, who know a bargain when they 
see one, have been surprised to learn 
that the fees for a professional executor 
are the same as those allowable for an 
inexperienced individual. 

Almost every estate involves the divi- 
sion of assets or some other type of ad- 
justment which affects the interests of 
a number of members of the family. 
Women more and more appreciate the 
contribution to family harmony that 
is made by having an impartial executor. 
Family disputes over the settlement of 
an estate are unfortunately not uncom- 
mon and the scars they leave never dis- 
appear. A widow is often protected, and 
bitterness within the family is avoided, 
by having a professional executor take 
the responsibility for working out fair 
solutions to problems affecting different 
members of the family. They also appre- 
ciate the protection afforded them by 
a trust when they are asked for money 
by members of the family or by out- 
siders. They can refer these requests to 
the impartial trustee without disturbing 
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The author of this article is a woman who, 
as a trust officer of a large trust company, 
lecturer and author, has had unusual oppor- 
tunities to observe the conditions which 
women — and families — are bound to 
meet at some time. As the main beneficiaries 
of inherited wealth, American women have 
both an unusual opportunity and responsi- 
bility. — Editor’s Note. 





their personal relationships with the 
people who are asking for money. 


Trusts Under Will 


There was a time when women thought 
that any man who loved his wife left his 
estate to her. Women today realize that 
for a man to leave his entire estate to 
his wife and for her to pass it on to their 
children is usually the most expensive 
way there is to pass the estate from the 
parents to the children, that this old- 
fashioned method often results in the 
payment of large amounts of unneces- 
sary taxes. Women, therefore, welcome 
trusts when they realize their benefits, 
such as the elimination of the second 
set of death taxes and probate costs. 


Women are recognizing too, that the 
productive and safe management of 
property today poses great problems. 
Any woman over 35 years has seen in 
her adult life a depression, a world war, 
and a period of inflation. She has seen 
income taxes go up while yields on in- 
vestments and the purchasing power of 
the dollar have gone down. As co-trustee 
a woman can retain a controlling voice 
in investment decisions but still be re- 
lieved of the time-consuming and tech- 
nical details of keeping records, prepar- 
ing court reports and income tax re- 
turns, etc. A properly drawn trust allows 
her, as life beneficiary, to have just as 
much principal as she needs. 


A Favorite Form 


It has been said that the living trust 
is women’s favorite form of trust. Cer- 
tainly women who own even a modest 
amount of property have found in the 
revocable living trust or agency an 
ideal solution to the problem of secur- 
ing expert management of their prop- 
erty without relinquishing control. Older 
women particularly feel more secure 
when they know that their property will 


be taken care of and their bills paid if 
they should be unable to handle their 
affairs themselves. 















Boards of women who run hospitals 
and other charitable institutions often 
use agency accounts to secure expert 
management and adequate records of 
the endowment funds for which they 
are responsible. 


The irrevocable trust offers an ideal 
way to make gifts of property to young 
people or people without business exper- 
ience who are not ready to assume the 





responsibility of managing the property.§ Prog: 
Young women who are beneficiaries off Sta 
these trusts often secure a liberal educa. 
tion in financial matters from watching W 
the trustee manage the assets and follow. 
ing with care the decisions that are _One 
made by the trustee, in the 
the las 
Three out of four American families§¢ 1410, 
today own life insurance and in many§ yy sa 
estates a major part of the estate con-§), the 
sists of life insurance. In many cases it fiation 
is not advisable to have the funds paid 
in a lump sum of cash and the great a 
flexibility in the use of insurance pro- ose 
ceeds which a life insurance trust pro-§ app 
vides, in cases where the fixed option the: 
settlements are not suited, has tremen-§  helc 
dous appeal for women, particularly in 4 
emergencies or when they are planning dep 
for the care of minor children. Me 
The Value of Estate Planning all 
Because women are the major bene-§ lea: 
ficiaries of estates, they have been the# y,,, 
chief victims in the past of unplanned pring 


or poorly planned estates. They have 
seen the high cost in taxes and the un- 
desirable division of property which re- 
sult from lack of proper planning. 
Today, therefore, women are taking 4 
more active interest in the planning of 
their own estates and of the estates of 
which they will be beneficiaries. It is 
not uncommon to have a wife bring 
into the estate planning officer the data 
he needs to plan her husband’s estate, 
or come with him to the planning inter 
views with the lawyer and trust officer, 
and the insurance advisor. As women 
become more aware of the importance of 
estate planning, they become more in- 
sistent that their families’ estate plans 
be put in order. 
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Program over for forum presented by 
Stamford Trust Co. some time ago. 


Women’s Finance Forums 


One of the outstanding developments 
in the financial public relations world in 
the last few years has been the women’s 
fnance forum. As banker Carl A. Bim- 
yn said in his report on these forums 


"Bto the Financial Public Relations Asso- 


ses it 


that very often men are so busy building 
an estate that they do not pay adequate 
attention to the investment of that estate 
or to planning for its distribution. 
Women realize more and more that their 
own financial security and that of their 
children may depend upon their taking 
an active part in the family’s financial 
plans. 


There is, I believe, another. deeper 
reason for women’s desire for economic 
education. In the past men have sought 
security and protection for their mothers 
and wives and daughters by setting 
up ‘the appropriate financial arrange- 
ments for them, overlooking the fact 
that unless the women understand the 
arrangements made for them, they do 
not know that they are protected and 
secure. The feeling of protection and 
security in the minds of the beneficiaries 
must be a part of any real plan. 


The dictionary defines security as 
“freedom from fear, anxiety or care.” 
The services of trust institutions can 
spell real security for their women cus- 
tomers and beneficiaries only if they 
understand what is being done for them. 
The serious interest which women have 
shown in learning about financial mat- 
ters in the forums sponsored by banks 
and trust companies is a challenge to 
those institutions to continue their search 
for ways to help women become more 
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paid at home in the financial world. 
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ce of 


operation, but the need for economic 
education seems to be so evident to 
women, themselves, that they liter- 


omy will, of course, affect the wisdom 
of their opinions on public issues. The 
better informed women are on their 


Students Tour Trust Company 


On the fourth annual Toledo Trust Day 
21 students from the money and banking 
course at the University of Toledo be- 
came “bankers for a day” at Toledo 
Trust Co. Under this plan, which was 
worked out jointly by the Trust Company 
and the University, each student went to 
the department of his choice and spent 
the day with the officer in charge (this 
year one student observed trust depart- 
ment operation). Later the students 
wrote reports with facts, figures, forms, 
and their own impressions. These reports 
are consolidated, bound, and reviewed by 
both university and trust company offi- 
cers. 
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FUTURE OF TRUSTEESHIP 


{ Von - Metropolitan 


RUSSELL |. HESS 


VEAS 


Vice President, The Merchants National Bank, Cedar Rapids, Iowa 


EVENTY-FIVE YEARS AGO MY FATHER 

broke the raw prairie of Western 
Iowa, planted his first crop, built a 
shelter for his family and a shed for his 
farm animals. He later told me that 
while he was then extremely proud of 
his accomplishments, he realized he had 
made only a beginning. In like position 
today stands the trustman in the “non- 
Metropolitan” areas. He realizes more 
clearly than anyone else that he has 
only scratched the surface. 


While the past fifty years have seen a 
tremendous growth of trust business, 
the bulk of it dollarwise has been in 
the densely populated sections of the 
country. Percentage-wise, however, 
growth in the “country” districts has 
been more than gratifying. To active 
trustmen, few of whom will admit their 
area is non-metropolitan, the future 
seems filled with the promise of a plenti- 
ful harvest of trust business. 


The trust department in the non-metro- 
politan community may seem under- 
staffed in comparison with a big city 
unit and may not have the latest facilities 
in machines and research. It may be 
that the budget cannot be stretched for 
the full amount of direct mail approach, 
for newspaper and radio advertising and 
for the new and expensive television 
appeal. There remains, however, the one 
course which, if pursued diligently, is 
more effective in the country areas than 
anywhere else, and is not in fact easily 
available in the large city. This is the 
trustman’s opportunity to become well 
and personally acquainted with almost 
everyone in his town and vicinity. In 
selling trust service, too, there is no 
substitute for direct contact. Here lies 
the key to the future trusteeship in such 
a district. 

Originating from a personal acquaint- 
‘ance, the trustman has a better chance 
to know the prospect, his family, his 


Originally scheduled for the 50th Anniversary 
issue last month, this article was held over due to 
pressure of space. 
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business, his philosophy and desires, and 
to plan more thoroughly to carry out his 
wishes. He is able to know the motives 
and the thinking behind a program much 
better than if it were gathered solely 
from a business connection, and there- 
fore, he can perform his fiduciary duties 
with full understanding and knowledge. 
And where else will a job well done be 
so well advertised by word-of-mouth 
from one satisfied trustor or beneficiary 
to other potential customers? In non- 
metropolitan communities the “word” 
travels fast. Future business? Plenty 
of it! 


Your well-acquainted trust officer need 
not spend much time in seeking new 
business names. He or his associates in 
other departments of his bank, know 
most of those in any community who 
really need a trust service. Thus he can 
devote his efforts largely to selling his 
trust department’s services to people 
who already know him and his bank 
even though they are not at present cus- 
tomers of that bank. This is an ad- 
vantage which cannot be over estimated. 


Country Wealth 


We must not overlook the large 
amount of wealth accumulated in the 
country areas in the last generation. 
The doctor, the dentist, the storekeeper, 
the lumber dealer, the grain buyer, the 
small manufacturer, the farmer and cat- 
tlemen, and many others, have for the 
most part done exceedingly well. Most 
of these men have problems which are 
ready-made for trust service. The fu- 
ture? It is limited only by the time and 
energy of the trustman and his asso- 
ciates in the bank. 


Men and women of some means. and 
the latter word is a relative term, have 
become very tax conscious even in the 
non-metropolitan areas. By newspaper 
and magazine articles, as well as by 
forums and mailed circulars, they have 
become aware of the possibilities of tax 
saving through testamentary and _ ir- 


revocable living trusts. Trade journals 
have covered the subject and the life 
insurance man has used this as an ap- 
proach in selling policies. The Bar As. 
sociations in most states have thoroughly 
covered estate planning and trust mat- 
ters in their tax schools and legal insti- 
tutes. Most lawyers in rural commun- 
ities are now capable, ready and willing 
to advise and help their clients to use 
trust service. Half of the new business 
job is, therefore, completed. 


Future business in communities away 
from metropolitan centers is especially 
promising in the field of custodial, 
agency and management accounts. In 
those districts there are not as many 
facilities for investment advice and man- 
agement service. There is a_ sizeable 
number of individuals in real need of 
help in getting the most money return 
and the least financial worries from 
holdings ranging upward from $25,000. 
Any so-called “country” trustman can 
readily name most of such people in his 
vicinity. The future holds much satis 
faction in doing a good job for these 
friends. 

In the field of community service the 


horizon is wide, the future bright. Not 
only in your town but in the smaller 


ones around, there are community pro-f 


jects in need of management for a rea 
sonable fee. How many hospitals, com- 
munity centers, cemetery associations, 
and welfare projects can you think of 
which can be aided and revitalized by 
help from your department? Look 
around you — you will find still more. 
Suggestion and guidance in augmenting 
such funds can be given to those whe 
will inevitably consult with you about 
their own estate plans. Here is a chance 
to benefit your community in a very 
material way and at the same time draw 
in new customers. 


It is my feeling there will be a good 
future in the field of pension and profit- 
sharing trusts for banks which hereto 
fore have not handled much of this 
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business. In past years there has been 
a growing emphasis on financial se- 
curity after retirement. It seems a fair 
assumption that pension and profit shar- 
ing plans will be broadened and will 
eventually take in smaller groups, pos- 
sibly individuals. If this should come 
about, the trust departments of the 
non-metropolitan banks can get a large 
amount of this business, not only in 
their own city but from the smaller 
towns around, where no trust facilities 
are offered by the local banks. 


Many banks, although not strictly 
metropolitan, have a considerable num- 
ber of banks in smaller towns as cor- 
respondents. A few of these small banks 
have trust powers and exercise them but 
most have felt, and rightly so, that it 
would not pay to go into the trust field. 
On many occasions some of the best 
and biggest customers of these banks 
express a desire for the services of a 
corporate fiduciary. The local banker 
is immediately in a dilemma. If he sends 
this customer to the bank in a bigger 
town, he fears he may lose him alto- 
gether. If he does nothing, the customer 
may leave his bank for another which 
fills his needs in all respects. ° 


Our bank is working out a plan where- 
by we offer our trust facilities to our 
correspondent banks just as we offer 
our other services. By this method the 
small bank can offer a customer trust 
service with no fear of losing the rest 
of the depositor’s business. The cus- 
tomer, on the other hand, has his intro- 
duction to us through his local bank, 
and feels at home in dealing with us. 
We feel it will be a mutually satisfac- 
tory arrangement and will be a business 
builder for both. In our radio adver- 
tising we are telling the trust story, but 
we are putting more emphasis on hav- 
ing the listener consult his banker, 
rather than selling our own bank by 
name. In our correspondent bank areas 
a feeling of mutual helpfulness has re- 
sulted. In addition to fostering friendly 
cooperation we feel that good business 
will result for both our bank and the 
local bank. 


In considering the past and in plan- 
ning ahead for the future, it would seem 
two statements may safely be made. The 
first of these is, as my father would 
have said in looking ahead from his 
beginnings on the prairie, “Son, there is 
plowing to be done.” The second is that 
the future of trusteeship in non-metro- 
politan areas is promising and full of 
great possibilities that will make for 
more prosperous customers and trustees 
alike, 


Apri 1954 


Arkansans Hold’ Trust 
Conference 


Four Arkansas trustmen and a lawyer 
spoke at the meeting sponsored on 
April 9 by the Trust Division of the state 
bankers association, with Thomas S. 
Vise, assistant trust officer of Union 
National Bank of Little Rock, presiding 
as chairman. Topics and speakers were 
(first four from Little Rock): James H. 
Rice, Jr., assistant vice president and 
trust officer, First National Bank, “Pro- 
motion of New Business;” E. J. Risley, 
vice president and trust officer, Com- 
mercial National Bank, “The Uniform 
Trust Act;” J. H. Bowen, vice president 
and trust officer, Union National Bank, 
“The Probate Code;” and W. P. Hamil- 
ton, Jr., of Moore, Burrow, Chowning 
and Mitchell, “Prudent Man Rule;” J. 
C. Reeves, vice president and trust offi- 
cer, National Bank of Commerce, Pine 
Bluff, “Compensation for Services.” 


The approximately 25 delegates voted 
to press for adoption of the prudent 
man rule.. 


A A A 


Community Trust Reports 
Under New State Law 


Within 48 hours of the signing by 
Governor Dewey of legislation requir- 
ing reports from charity organizations, 
The New York Community Trust filed 
a report. The bills are an attempt to 
end abuses by racketeers, and require 
reports by March 31, 1955. Although 
the measures probably do not apply to 
the Community Trust, since it employs 
no fund solicitors and does not accept 
gifts made directly to itself, Ralph 
Hayes, executor director of the trust, 
wrote to the Governor, “our respect for 
the purpose of the legislation is such 
that we wish to make a submission at 
once, supplying all data called for in 
the bills, in the hope that Community 
Trust may be the first agency in the 
state to give expression to its willing 
compliance.” 


Funds totaling $21,423,329 are under 
administration by the New York Com- 
munity Trust, according to its annual 
report just published. Gifts of $684,071 
were received during the year and 
added to 26 of the 101 funds under 
current management. Grants in 1953 
amounted to $1,100,222 which com- 
pares with $1,046,945 the previous year. 
They went to organizations in 96 cities, 
28 states and 5 foreign countries. Ad- 
ministrative charges were equal to one 
third of one per cent of the year-end 
value of the resources. 
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At Galleries, Tne. 


ESTABLISHED 1916 


9 EAST 59th STREET 
New York 22 © PL 9-3113 


One of 
emerica's Great 
ghd and Antique 
Suction Prouses 


Distinguished for its public sales 
of art furnishings 
from many of the most important estates, 
in addition to dispersals 
of jewelry and 
literary property 


Announces 


PUBLIC SALES WEEKLY 
DURING THE ART SEASON 


Special Department of 
APPRAISALS and INVENTORIES 


EPEW AHO’ Reilly 


Auctioneers & Appraisers 
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In 
Western 
Virginia 


COMPLETE 
TRUST 
SERVICES. 


The 

FIRST 

NATIONAL. 

EXCHANGE: 

BANK 

of Roanoke 

Roanoke, Virginia: 
ESTABLISHED 1882 








TRUST PERSONNEL CHANGES 





Guy FAULK, Jr. 
Mobile 


Mobile 
MERCHANTS 
NATIONAL BANK 


Tuscaloosa 
FIRST 
NATIONAL BANK 


Los Angeles 
UNION BANK & 
Trust Co. 


Oakland & San Fran. 


AMERICAN 
Trust Co. 


trust department. 


San Francisco 
ANGLO CALIFORNIA 
NATIONAL BANK 





S. C. BEISE 
San Francisco 


ALAN J. WARRACK 
San Francisco 


ALABAMA 


Guy Faulk, Jr., promoted to vice presi- 
dent and continues as trust officer. 


Charles Ingram advanced to vice 
president and asst. trust officer. 


CALIFORNIA 


Ben R. Meyer, chairman of the board, 
also elected president to fill the 
vacancy left by the recent death of 
Herman F. Hahn. 


Sven H. Jorgensen made assistant 
secretary at Oakland Main Office, 
trust department; Teresa N. Wallace 
also assistant secretary at head office 


Alan J. Warrack appointed trust offi- 
cer; Paul A. Derby and James A. 
Keeley asst. trust officers. Beginning 
his career with Anglo in 1923, War- 


rack is a graduate of U. of San Francisco Law School, of 
which Derby is also a graduate. Keeley attended St. John’s 
U. in Minnesota and St. Mary’s College in North Dakota. 


San Francisco 
BANK OF AMERICA 
N.T. & S.A. 


S. Clark Beise named president, suc- 
ceeding Carl F. Wente, who at 65 re- 
tired as an acting operating officer. 
Beise is a graduate of U. of Minne- 


sota, and had served with banks in that state and Michigan 
and in the Ninth Federal Federal Reserve district as a 
national bank examiner, before coming to California to ex- 
amine banks in the Twelfth district. After seeing him in 
action, founder A. P. Giannini invited the young banker to 
join the organization in 1936, since which time he attained 
the post of senior vice president in 1951. 


Thomas C. Fitzpatrick and James S. Moore, II, were named 
asst. trust officers in the main office. 


Hartford 


HARTFORD NATIONAL Thomas L. Bestor, 


BANK & TrRusT Co. 


donough and John H. McBride promoted to 
vice president and trust officer. 


Stamford 
STAMFORD 
Trust Co. 


lations and advertising. 


412 


CONNECTICUT 


Former trust officers 


Phillip H. Graham, 
Wellington C. Mac- 


Agnes B. Cooney 
promoted to asst. 
vice president in 
charge of public re- 


> J 


Hartford 





THOMAS L. BESTOR 


Wilmington 
FARMERS BANK OF 
THE STATE OF DEL. 


Rome 
FIRST 
NATIONAL BANK 


Simpson elected asst. 


Chicago 
COSMOPOLITAN 
NATIONAL BANK 


Chicago 
LA SALLE 
NATIONAL BANK 


Chicago 
MERCANTILE 
NATIONAL BANK 


Jacksonville 
ELLIOTT 
STATE BANK 


Fort Wayne 
PEOPLES TRUST 
& SAVINGS BANK 


Hammond 
MERCANTILE 
NATIONAL BANK 


South Bend 
First BANK & 
TRUST Co. 


DELAWARE 


Trust officer Leonard S. Hole elected 
a vice president. 


GEORGIA 


Claude H. Booker, executive vice presi. 
dent and trust officer, succeeds T. A. 
Lamar as president, the latter becom. 
ing chairman of the board. John R. 
trust officer. 


ILLINOIS 


Miss Agnes J. Olsen, asst. cashier and 
asst. trust officer, promoted to asst. 
vice president. 


George B. Maxwell advanced to trust 
officer. 


Frank W. Burkman, investment offi- 
cer, promoted to asst. trust officer. 


Gilbert H. Todd, with the bank since 
1949, elected asst. trust officer. 


INDIANA 


Leo M. Ford elected vice president in 
addition to trust officer. 


Harry F. Smiddy, Jr., elected asst. 
vice president and trust officer and 
executive head of the trust depart- 
ment. 


Judd Leighton elected to the newly 
created position of senior vice presi- 
dent and trust officer. In his new 
capacity Leighton will direct activ- 


ities of the trust and investment division and the insurance 
division. Richard A. Maurer made asst. trust officer. 


Terre Haute 
MERCHANTS 
NATIONAL BANK 


Des Moines 
VALLEY BANK 
& Trust Co. 


Alexandria 
RAPIDES BANK 
& Trust Co. 





PHILLIP H. GRAHAM 
Hartford 





John T. Royse now executive vice 
president and trust officer. 


Iowa 


Trust officer J. Locke Macomber ad- 
vanced to vice president, having been 
with the bank since 1952. 


LOUISIANA 


Gordon L. Richey joined the bank as 
trust officer. He has been since 1949 
guardianship attorney in the Veter- 
ans Administration. 





Ww. Cc. MAcDoNouGH 
Hartford 


Joun H. McBRIDE 
Hartford 
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Jupp LEIGHTON 
South Bend 


Portland 
NATIONAL BANK 
OF COMMERCE 


Boston 
NEW ENGLAND 
TRUST Co. 


GEo. D. CHERRY 
Merrick, N. Y. 


KENTON R. CRAVENS 
St. Louis 


MAINE 


Henry R. Hilliard, Jr., appointed asst. 
trust officer. 


MASSACHUSETTS 


Fletcher C. Chamberlin advanced from 
secretary (trust department) to vice 
president in the banking department, 
while Carl B. Jones was appointed 


trust officer to succeed him as head of the corporate trust 
and transfer department. 


Pittsfield 
PITTSFIELD 
NATIONAL BANK 


; Flint 
GENESEE COUNTY 
SAVINGS BANK 


Jackson 
FIRST 
NATIONAL BANK 


Laurel 
COMMERCIAL NAT’L 
BANK & Trust Co. 


Meridian 
MERCHANTS & 
FARMERS BANK 


Kansas City 
MERCANTILE BANK 
& TRusT Co. 


St. Louis 
MERCANTILE 
TRusT Co. 


Monture A. Andrew retired as vice 
president and investment officer under 
the bank’s pension plan. 


MICHIGAN 


Kenneth E. Haefele, formerly trust 
officer, elected vice president; Varian 
H. Smith promoted to trust officer. 


MISSISSIPPI 


John Taylor and Perry Ford elected 
asst. trust officers. 


Paul Blount, asst. vice president, also 
named trust officer. 


Pearl Gibson advanced to asst. vice 
president and trust officer. 


MISSOURI 


C. O. Settles advanced to asst. vice 
president and asst. trust officer. 


Kenton R. Cravens, heretofore Ad- 
ministrator for the Reconstruction 
Finance Corporation and formerly a 
vice president of the bank, appointed 


president to succeed Gale F. Johnston, who continues as vice 
chairman of the board. Sidney Maestre continues as board 


chairman 


Bergenfield 
BERGENFIELD NATL. 
BANK & TrRusT Co. 


Hackensack 
HACKENSACK 
Trust Co. 


Rutherford 
RUTHERFORD 
TRusT Co. 


Aprit 1954 


NEW JERSEY 


Mr. Jean Chovet, cashier and trust 
officer, named asst. vice president; 
Lyle H. Smith named trust officer and 
assistant cashier. 


Charles H. Plenty raised to chairman; 
Alexander Jones, formerly executive 
vice president in charge of the bank’s 
portfolio, succeeding him as president. 


Nellie Irving elected asst. trust of- 
ficer. 


NEW YORK 


Merrick 
MEADOW BROOK 
NATIONAL BANK 


George D. Cherry elected vice presi- 
dent and trust officer of the expanded 
trust department of the bank, due to 
“the continued growth of Long Island 
which has brought with it the need for complete local trust 
facilities,” according to president Augustus B. Weiler. Cherry, 
who practiced law in Little Rock, Arkansas, is a graduate 
of Princeton U. and Harvard Law School, as well as the 
Graduate School of Banking at Rutgers U. He was formerly 
vice president of CAMDEN (N. J.) Trust Co., and prior to 
that, trust officer of First National Bank of Jersey City, 
N. J. 


New York 


CHASE 
NATIONAL BANK 


New York 
CoRN EXCHANGE 
BANK TRUST Co. 


Robert P. Potter appointed corporate 
trust officer. 


George Monroe Morley appointed as- 
sistant secretary in the trust depart- 
ment, specializing in mortgage and 
custody service. 


Frank C. Grady, Ivan F. Read and 
Claude F. Shuchter made assistant 
secretaries. Grady has been identified 
with investments since joining the 
bank in 1948, while Read and Shuchter are in trust ad- 
ministration. 


- 
New York 
UNITED STATES 
TRUST CoMPANY 


Geneva & Rochester F. Thayer Sanderson, asst. trust offi- 
LINCOLN ROCHESTER cer, transferred from Geneva to the 
Trust Co. main office; Wallace Bruce Fairchild 

elected trust administrator to succeed 
him in Geneva. Sanderson is a graduate of Cornell U. and 

Law School; Fairchild, of Wharton School of Finance of the 

U. of Pennsylvania. 


NorTH CAROLINA 


Walter A. Hiatt, Jr., made asst. trust 
officer. 


Greensboro 
SECURITY 
NATIONAL BANK 


Rocky Mount 
PEOPLES BANK 
& TRustT Co. 


William W. Shaw, previously execu- 
tive vice president and trust officer, 
became president to succeed Frank P. 
Spruill who is now chairman. 


E. V. S. Draper and Norman A. Wig- 
gins elevated to the position of asso- 


Rocky Mount 
PLANTERS NATIONAL 


BANK & Trust Co. 


Winston-Salem 
FIRST 
NATIONAL BANK 


Winston-Salem 
WACHOVIA BANK 
& Trust Co. 


Cleveland 
CENTRAL 
NATIONAL BANK 


CaRL H. BRALEY 
Cleveland 


Davin B. CAMPBELL 


ciate trust officers from asst. trust 
officers. 


Vernon H. Smith promoted from as- 
sociate trust officer and asst. vice 
president to trust officer. 


Gilbert C. Hine promoted to trust of- 
ficer; L. Hartsell Cash named asst. 
trust officer. 


OHIO 


Carl H. Braley, a member of the 
bank’s Quarter Century Club and for 
many years manager of the tax divi- 
sion of the trust department, elected 


RAYMOND N. HEEGE 
Cleveland 


Cleveland 
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The Chinatown Branch of the Bank of America N. T. & S. A,, 

San Francisco, unique in appearance among American bank 

buildings. The sign on the window — Oriental Branch —, is borne 
out by the Chinese lettering on doors and windows. 





a vice president. Prior to joining the bank he was a Revenue 
Agent for the Income Tax Division of the Treasury Depart- 
ment. He is vice president of the Tax Club of Cleveland. 

Elected as trust officers in the personal trust department 
were David B. Campbell and Raymond N. Heege. Campbell 
attended Ohio State U. and Cleveland Marshall Law School 
and has been with the bank 15 years, while Heege began his 
career at Central 26 years ago and since 1929 has served 
in the trust department. 


Howard W. Neilson advanced to trust 
officer, estate planning division, and 
Carlton T. Warriner named assistant 
secretary in the corporate trust de- 


Dayton 
WINTERS NATIONAL 
BANK & TrRusT Co. 


partment. 
Hamilton Edwin G. Ziegler, former cashier and 
FIRST asst. trust officer, named vice president 


and cashier; Mrs. Lillian Weinman 
named asst. trust officer. 


Clifford J. Randolph appointed asst. 
trust officer. 


NATIONAL BANK 


Portsmouth 
SECURITY CENTRAL 
NATIONAL BANK 


Sylvania C. F. Wylie elected trust officer of the 
SYLVANIA SAVINGS newly organized trust department. 
BANK Co. 


OKLAHOMA 


Thomas F. Niles made an asst. trust 
officer. Member of the Oklahoma and 


Oklahoma City 
First NATL. BANK 


& Trust Co. Wisconsin Bar Associations, he has 
been with the bank since 1951. 
PENNSYLVANIA 
Erie Carl L. Holder, trust officer, also 
SECURITY-PEOPLES named vice president. 
TRUST Co. 


Philadelphia 
FIDELITY-PHILA- 
DELPHIA TRUST Co. 


F. Travis Coxe, vice president, re- 
tired March 19th after serving thirty 
years. He is former president of the 
Pennsylvania Safe Deposit Associa- 
tion, Eastern group and the American Safe Deposit Asso- 
ciation. 


Philadelphia Three new titles created and be- 
GIRARD TRUST CoRN stowed: Senior estate planning officer, 
EXCHANGE BANK senior trust officer and senior trust 

investments officer, all three indicat- 
ing the same rank and degree of responsibility as that of vice 
president. The following 14 promoted to senior positions: 

William F. Blackman, William L. Cleaves, G. Randle Grimes 
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Interior of Bank. Evidence of the Chinatown atmosphere appears 
not only in the decorations but also in the Chinese as well as 
English signs at the tellers’ windows and elsewhere. 





and Donald H. Williams, senior trust officers; Wilson M. 
Brazer, Edward T. Clute, F. W. Elliott Farr and John W. 
Woerner, vice presidents; G. Odell Fletcher, S. Powell Grif- 
fitts, William O. Master and J. Kent Willing, Jr., senior trust 
investments officers; and W. Taylor Vallier and Robert K. 
Zerbe, senior estate planning officers. 

Promoted to trust officers: Lloyd M. Coates and Frederic 
J. Mainwaring; Richard S. Crampton and John M. Richards 
named asst. trust officers; and Walter F. Diener made asst. 
trust investments officer. 

New officers elected: Alfred F. Hoffmann, 
Hunter, John L. Moock, Henry F. Schwarz, Morris B. Steven- 
son and Edna M. Thompson, to asst. trust investments offi- 


cers. Roland A. Hagerman, Harold R. Marshall and Richard § 


A. Selser named asst. trust officers, while Robert F. Camp- 
bell and Howard L. Payne were designated estate planning 
officers. 


Phila. & Chester 
PHILADELPHIA 
NATIONAL BANK 


George H. Renninger and H. Stuart 
Valentine, Jr., appointed trust officers, 


Chester-Cambridge office succeeding 


William S. Blakeley, Jr., who retired after 44 years. The § 


Chester-Cambridge Bank & Trust Co. was merged with 
Philadelphia National in February. Renninger formerly was 
asst. vice president and trust officer of LIBERTY REAL ESTATE 
Bank & Trust Co., Philadelphia. Valentine, in charge of 
trust securities analysis, was manager of investment securi- 
ties of Butcher & Sherrerd, and previously was in charge of 
trust investments of LAND TITLE BANK & TRUST Co. 
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Pittsburgh Elmer F. Striepeke elected asst. trust 7 
COMMONWEALTH officer in charge of trust real estate, J 
TRUST Co. and manager mortgage department. 

Pittsburgh John L. Propst advanced to vice presi- f 


MELLON NATIONAL’ dent in the trust department. Propst 


BANK & Trust Co. 


joined Union Trust in 1936 and, in} 
1948 following merger with Mellon, § 


For’ 


N 


was placed in charge of the trust department’s legal division. | 


In 1953 he became an asst. vice president. 
Richard W. Bosworth and Crawford J. Conrad appointed 
asst. vice presidents in the trust department. 


Pittsburgh A. W. Charlton, executive vice presi- 
PROVIDENT dent, named also trust officer. 
Trust Co. 
SouTH CAROLINA 
Charleston (Correction of February) J. H. Me- 


Gee named consultant to the trust 
department. The picture of Mr. Me- 
Gee (p. 147) was incorrectly cap- 


SouTH CAROLINA 
NATIONAL BANK 
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tioned R. P. Edmunds, Jr. (Mr. Edmunds 
ig Vice president and trust officer.) 


W. W. Bruner ap- 
pointed cashier and 
trust officer in 
charge of the new 
trust department. 


Columbia 
First NATIONAL 
BANK 


TENNESSEE 


Stanley E. Smith, 
Sr., who came to the 
bank a year ago 
from Genesee Valley Trust Co. of 
Rochester, N. Y., appointed trust officer. 





Chattanooga 
HAMILTON 
NATIONAL BANK 


Dallas 


Albert M. Brinkley, Jr., formerly ex- 
ecutive vice president, elected presi- 
dent and trust officer succeeding A. D. 
Brockman, now vice chairman of the 


Kingsport 
FIRST 
NATIONAL BANK 


board. 





William L. Richmond advanced to 
trust officer; James C. Kennon made 
asst. trust officer. 


John William Coles and Cullen E. 
Douglass appointed trust officers, hav- 
ing been formerly asst. vice president 
and asst. trust officer, respectively. 


Memphis 
NATIONAL BANK 
oF COMMERCE 


Nashville 
First AMERICAN 
NATIONAL BANK 


TEXAS 
' Dallas William P. Irving became associated 
FIRST with the bank as asst. trust officer and 


asst. cashier, specializing in trust and 
estate accounting and taxation. He has 
had 19 years of experience as a certified public accountant 


NATIONAL BANK 


| and for the last 10 years has been with the Dallas office of 


Lybrand, Ross Bros. & Montgomery. Irving is a director of 
the Dallas Estate Council and chairman of the committee 


jon Federal taxation of the Dallas Chapter of the Texas 


Society of Certified Public Accountants. 


Dallas Edward F. Hargan named trust offi- 
TEXAS BANK cer, with duties to include trust de- 
& Trust Co. velopment and estate consultation. 


Until recently Hargan has been secre- 
tary of the Trust Division, New York State Bankers Asso- 
ciation. Previously he was a trust administrator with the 
Bank of the Manhattan Co. and the Hanover Bank, New 


ele York. A graduate of U. of Notre Dame, Hargan also holds an 
curl’) LL.B. degree from Brooklyn Law School. 


> El Paso 


Joseph F. Nelan advanced to vice 
president and trust officer. Prior to 
employment by the bank in 1946, 
Nelan was employed by the Federal 
Bureau of Investigation for more than ten years. 


Fort Worth 
Fort WorTH 
NATIONAL BANK 


Et Paso 
NATIONAL BANK 


R. W. Fender, vice president and trust 
officer, retired but remains on the 
board of directors and the advisory 
board. 


William H. Webster made asst. cashier 
and asst. trust officer. 


San Antonio 
NATIONAL BANK 
OF COMMERCE 


VIRGINIA 
Charlottesville William M. Pope advanced from asst. 
NATIONAL BANK trust officer to vice president in the 
& Trust Co. trust department. 
Charlottesville Wallace McDowell elected trust opera- 
PEOPLES tions officer. He has been with the 


NATIONAL BANK bank since 1946 after military service. 
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= 
W. T. HASTINGS, Jr. 
Norfolk 


EDWIN R. MACKETHAN ERNEST H. NEYHARD 
Norfolk Norfolk 


Norfolk 
NATIONAL BANK 
OF COMMERCE 


E. R. MacKethan promoted to vice 
president and senior trust officer in 
charge of the trust department; E. 
H. Neyhard to vice president and 
trust officer; and W. T. Hastings, Jr. to vice president and 
investment officer. Four new officers added to the depart- 
ment: L. K. Furgurson, Jr., Hugh P. Fortescue, Jr., and 
David L. Strain, asst. trust officers; J. J. Cronin, asst. 
cashier. 


Fred R. Woodie named asst. trust 
officer. 


Roanoke 
First NATIONAL 
EXCHANGE BANK 


H. H. Hulfish, Jr., vice president, also 
named trust officer; Elizabeth W. 
Thompson, asst. trust officer. 


Warrenton 
FAUQUIER 
NATIONAL BANK 


WEST VIRGINIA 


Charleston Emmons Graham advanced to trust 
CHARLESTON officer, from asst. trust officer. 
NATIONAL BANK 

Wheeling Miss Emma Dunfee promoted to asst. 
SECURITY trust officer. 

Trust Co. 
CANADA 

Toronto At the main office in Toronto, H. L. 
NATIONAL Lugsdin R. C. Olley, C. E. A. Smith 
Trust Co. and A. S. Thompson appointed trust 


officers, and C. H. Knight as trust 
officer in charge of the trust accounting department. 

In the branches, G. D. Forsyth from trust officer to asst. 
secretary-treasurer in Montreal; J. M. Robinson named man- 
ager at Winnipeg to succeed W. H. Crookes, resigned; H. 
M. Gale, formerly trust officer at Toronto, named manager at 
Edmonton. 





CHANGE OF NAME, BANK MERGERS and 
NEW TRUST POWERS 


Orlando, Fla.—FiLormA BANK at Orlando has converted 
into a national bank under the title of the FLORIDA NATIONAL 
BANK at Orlando. 

Tallahassee, Fla.—TALLAHASSEE STATE BANK & TRUST Co. 
has changed its name to TALLAHASSEE BANK & TrRusT Co. 

Henderson, Ky.—Stockholders of OHIO VALLEY TRUST Co. 
have voted to liquidate the company, a strictly trust insti- 
tution, because it was difficult to receive adequate compensa- 
tion and additional business of the kind and size necessary 
to operate profitably. 

Great Neck & Franklin Square, N. Y.—Consolidation of 
the GREAT NEcK TrusT Co. and the FRANKLIN NATIONAL 
BANK of Franklin Square, under the name and charter of 
the latter, became effective March 5th. James K. Ryan, for- 
merly president of the Great Neck Trust, will be vice presi- 
dent in charge of the branch. 

Burlington, N. C_—NATIONAL BANK OF BURLINGTON became 
a branch of the WACHOVIA BANK & TRUST Co. of Winston- 
Salem, on merger of the two institutions. Claude V. Long, 
president of the Burlington bank, was named vice presi- 
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dent and trust officer in charge of that 
office; A. P. Tate named vice president, 
cashier and asst. trust officer. 


Toledo, Ohio—Some time after next 
September, the COMMERCIAL NATIONAL 
BANK will change its name to the Na- 
TIONAL BANK OF TOLEDO, at which time 
the bank will move from its present loca- 
tion to the National Bank Building. 


Norristown, Pa.—MONTGOMERY TRUST 
Co. and the NORRISTOWN-PENN TRUST 
Co. have merged under the name of 
MONTGOMERY NORRISTOWN BANK & 
Trust Co. At the 25 E. Main St. branch 
Franklin C. Hutchinson appointed trust 
officer; and at the main office T. T. 
Wolfenden, Jr., and Raymond S. Kriebel 
named trust officers. 


Chester & Philadelphia, Pa.—CHESTER- 
CAMBRIDGE BANK & TrRusT Co. and the 
PHILADELPHIA NATIONAL BANK merged 
under the charter and title of the latter, 
with George H. Renninger as trust offi- 
cer in charge of the Chester branch. 


Monessen & Pittsburgh, Pa.—PEOPLES 
NATIONAL BANK & TRUST Co. became a 
branch office of the MELLON NATIONAL 
BANK & Trust Co. upon the recent 
merger. 


Wichita Falls, Texas—WICHITA Na- 
TIONAL BANK received trust powers under 
the Federal Reserve Act as of March 4, 
1954. 


& & & 


Fiduciary Associations Elect 


Corporate Fiduciaries Association of 
Chicago: 


Pres.: R. Emmett Hanley, vice presi- 
dent in charge of trust department, City 
National Bank & Trust Co. 


Vice Pres.: Merwin Q. Lytle, vice presi- 
dent, Harris Trust & Savings Bank 


Sec.-Treas.: William P. Wiseman, vice 
president and trust officer, Chicago Title 
& Trust Co. 


Cook County (Ill.) Corporate Fiduciary 
Association: 


Pres.: Edward P. Gannon, assistant 
secretary, Pullman Trust & Savings 
Bank 


Vice Pres.: W. S. McClanahan, vice 
president, Lake Shore National Bank 


Secretary: Robert Linden, asst. trust 
officer, Pioneer Trust & Savings Bank 


FINANCIAL OFFICER 


Accountant, controller and attorney, 43, 
thoroughly 


experienced in corporate 
affairs and taxation desires connection 
with financial institution, preferably in 
Virginia. 

Box S-44-6, Trusts and Estates 

50 East 42nd St., New York 17 
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IN MEMORIAM 


EDWARD YOUNG CHAPIN, co-founder, 
former president and in recent years 
honorary chairman of the board of 
AMERICAN NATIONAL BANK & TrRusT Co., 
Chattanooga, Tenn. 


PauL H. Huston, Vice president and 
trust officer of PEOPLES BANK & TRUST 
Co., Cedar Rapids, Iowa. 


MAURICE E. REEVE, vice president in 
the trust department of CENTRAL-PENN 
NATIONAL BANK, Philadelphia. 


CHARLES W. WALKER, assistant trust 
officer of LIBERTY BANK of Buffalo, N. Y. 
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EMPLOYMENT EXCHANGE 
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Young man, 30, candidate for Harvard 
MBA in June, with banking and security 
analysis experience, seeks demanding 
analysis and transt administrative job. 
44-1 


Trust new businessman, 5 years inten- 
sive experience all phases including taxes 
and administration with large New York 
City bank, member of Bar, seeks to head 
new business program or other suitable 
opportunity. Will relocate. 44-2 


Trust man, 54, member of Florida Bar 
with 12 years experience in trust ad- 
ministration, federal taxation and new 
business, is available for trust position 
with Florida bank. 44-3 


Trust officer, 30, presently head of 
small department performing all estate 
and trust administrative duties, would 
like to organize or take over small trust 
department, preferably in South. 44-5 


Accountant, controller, attorney, 43, 
thoroughly experienced in corporate af- 
fairs and taxation, desires connection 
with financial institution, preferably in 
Virginia. See ad S-44-6 below. 


Settled single woman, with 20 years 
experience in fiduciary work including 
executive capacity desires connection with 
progressive trust department. 42-2 


Trust officer, 35, with legal training 
and eight years experience in administra- 
tion, business development, estate plan- 
ning and corporate trusts, seeks position 
with progressive bank, preferably in Cali- 
fornia. 42-3 


A A A 


Paul D. Lovett, vice president in charge 
of the trust department of DELAWARE 
Trust Co., Wilmington, was inducted in- 
to the bank’s 25-Year Club and 
presented with the traditional talisman, 
a gold chain and watch. 


Capitalabor Team 


EDUCATIONAL FOUNDATION 
MARKS 2ETH YEAR 


On March 15, 1954, the National City 
Foundation — educational trust fund of 
The National City Bank of New York — 
marked its 25th birthday. One of th 
few of its kind established and main. 
tained by a banking institution anywhere, 
the Foundation was incorporated in 1929 
“to assist voluntarily, deserving young{fr rs 
men and women employed by the Bank, kn: 
or by any of its affiliated or subsidiary 
corporations, present or future, to ob. 
tain better and higher practical and 
cultural education and training than into th 
their means or the circumstances of their The 
employment make possible.” lon E 
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In its first quarter century, the Na- 
tional City Foundation has granted 219 
individual awards and 1221 group 
awards, for domestic and foreign travel 
and for educational purposes. During 
last year alone, 160 awards were made, 


by far the largest number in any one “? 
year. part < 
hence 1 


The late F. Charles Schwedtman, for- 
merly Vice President of National City 
Bank, was the “father” of the National 
City Foundation. 
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NEW BANK EMPLOYEES MANUAL 





A 26-page, illustrated employees‘ man- 
ual — titled “Your Future with the 
Valley National Bank” — was dis- 
tributed last month to employees of Ari- 
zona’s statewide bank. Sprightly cartoon- In 
type drawings point up the bank’s phil-Blegal 
osophy, the various customer services of-Bmenti 
fered, and the employee benefits received 








consi 

by the 1,180 men and women of Valley comp 
National’s 34 offices. ay 
Two pages of historical background §man 
emphasize the relation between the Bank Btitize 
and the development of Arizona. ciary 
that 





The importance of keeping confidences, 


regular attendance, friendliness, pleas- the « 
ant telephone manners, accurate work, servi 
neat personal appearance and a sincere Myond 
job interest is stressed in the booklet. liabil 
of th 

MovVIES FOR BANK EMPLOYEES or th 
The monthly movies parties for em-jg?S* 
ployees, which have been in progress for will 
several years at Georgia Railroad Bank assis 





ning 
Clary 
mist 
an ii 


& Trust Co., Augusta, feature films rela- 
tive to banking, to a local or national 
business, or to the employees’ own role in 
public relations. They are obtained from 
the American Bankers Association, from 
local and national businesses, from pe!- 
sonal friends, and from film libraries all ° Fro 
over the country. This visual supplement Bane, 
to the bank’s ordinary training routine @ .,, 
affords opportunity to learn of banking’s Hipage 
place in today’s economic system. 
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mn] Counsel in Estate Planning 


Respective Responsibilities of Expert and Non- Expert 
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Ff ESTATE PLANNING CALLS FOR EXPERT 

knowledge or skill in some particu- 

ar branch of the law, where does the 

to ob. ] ial 1 fi 

‘oe veneral family or business lawyer fit 
thangnto the picture? 


f theirf The title terms Expert Counsel and 


ion-Expert Counsel require defining. 
ie Na-fThey do not distinguish between com- 
ed 219Bpetent, experienced or informed counsel 
groupf— and incompetent, inexperienced or 
travelBninformed counsel. They are used in 
pe relation to the technical or specialty 
y onegesPert who applies all or the greater 
part of his study, training and experi- 
hence to a selected part of the law. The 
Inon-expert is nevertheless a lawyer, who 
is assumed to be competent, experienced 
and informed in any situation that he 
finds himself. He is the general practi- 
tioner who does anything and every- 
thing, including estate planning. Like 
any other business that comes to him 
he has devoted some study and practice 
to estate planning. 
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In a further effort to define, one non- 
legal field of expertness should be 
mentioned. The trust officer must be 
considered an expert or professional as 
compared with the individual or ama- 
teur fiduciary. In olden times some kins- 
man or neighbor or prominent local 
citizen was called on to discharge fidu- 
ciary duties. Except in simple situations 
that time has passed. Compared with 
the cost, the value of the professional 
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work, @service of the corporate fiduciary is be- 
incere yond question. Wholly aside from legal 
let. @§liability,* the amateur is not possessed 
of the time, the facilities, the interest, 
or the know-how that the professional 
r em-™@Possesses. The professional trust officer 
ss for@ill usually be able to give valuable 
Bank § assistance to the general lawyer in plan- 
; rela- Bning the estate. Where a corporate fidu- 
tional Bciary is available it is usually a grave 
i Mm @mistake to impose fiduciary duties on 
tro! Ban individual. 
from 
a 
ies all From address before Regional Meeting of Sec- 
ement ws Real Property, Probate and Trust Law, 
3 an Bar Assn., Atlanta, March 5, 1954. 
om *Cf. King “Pitfalls in Trust Practice,” this issue, 
king's Mipage 364, 
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TATES 


C. BAXTER JONES 


Member of Macon, Georgia, Bar 


Getting Close to Client 


The first and most important respon- 
sibility of the counsel is to know and 
evaluate all obtainable facts regarding 
the wealth which is controlled, or which 
may be involved in the estate plan, and 
regarding the family and other circum- 
stances which influence his client’s 
thinking. The general practitioner is 
usually in a better position than the 
technical expert, or at least is in as 
good a position, to obtain the family 
picture, with its history and its prob- 
lems. Usually he is closer to his clients 
than the technical expert, and has a 
better understanding of what motivates 
them, what they want and why they 
want it. 


As I read various articles, the ques- 
tion arises whether we are building 
plans around the individual who is our 
client or around a series of patterns 
into which the individual must be fitted 
like a square peg in a round hole. An- 
other way to state that question is 
whether because of tax problems the 
client is yielding his individual instincts 
and impulses to a devolution of his 
wealth almost by operation of law, be- 
cause if he does what he wants to do 
it will cost more than to do something 
else. 


It is both proper and moral to guard 
against taxation, during life and after 
death, and there is a positive duty to 
protect against taxes which are the 
penalties of carelessness or ignorance, 
but it is neither proper nor moral, nor 
sound judgment, to make that the sine 
qua non of estate planning. Here might 
be inserted a suggestion that any estate 
planning program include a word or 
two by counsel by way of explanation 
and defense of taxation as our Gov- 
ernment’s only source of financial sup- 
port. It does not make better citizens 
of ourselves or our clients to approach 
every problem with the idea that taxes 
are vicious, and if they cannot be wholly 
avoided are a necessary evil imposed 
upon us by some cruel and taunting 
monster. 


The non-expert can no more isolate 
himself from the field of tax law than 
can the tax expert live in a tax law 
vacuum. It is inconceivable that a gen- 
eral business lawyer would dare ap- 
proach any business problem without at 
least a basic understanding of taxes. 
Conversely, the tax expert cannot apply 
his special skill to his client’s problems 
without at least a basic understanding 
of other branches of law. 


Closely held corporations may be 
involved which calls for knowledge of 
corporation law. Other problems in- 
volve the laws of equity, property, con- 
tracts, sales, negotiable instruments, 
and so forth. Even such specialty field 
as patent and copyright laws may creep 
in, not to mention divorce and alimony, 
guardianship, insurance, and a host of 
others. While the general practitioner 
may not match the skill of the specialist 
in any one of these fields neither can 
the specialist match his skills in the 
whole of the field. 


If we were concerned. with planning 
the estate of some fabulously wealthy 
person, it might be a good idea to call 
into consultation a wide variety of ad- 
visers, including a trust officer, an in- 
vestment adviser, technical experts in 
taxation, property, trusts, etc., an econ- 
omist, a historian, several accountants, 
a minister, and several prophets. A sym- 
posium of such a group might come up 
with a perfect plan. or an impossible 
monstrosity. 


The simple fact is that the vast ma- 
jority of estates do not greatly interest 
the taxing authorities, and involve a 
minimum of complications. It is merely 
a question of utilizing a moderate es- 
tate to the best advantage. The $60,000 
exemption from estate plus the marital 
deduction in many cases, removes the 
tax expert from the picture and leaves 
the field to the general practitioner ex- 
cept in sizable estates. Even in those, 
in many instances, expert tax advice is 
not economically feasible, and there is 
no one to whom the client can go ex- 
cept the general practitioner. 
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Services for All 


Therein, is the first definite approach 
to the responsibility of the non-expert: 
to make his services available to the 
large group of people who look to him 
for all of their legal. requirements, and 
have the right to expect him to rise to 
the occasion. 


His concomitant responsibility is to 
be prepared to render that service by 
extensive study. I admit I know nothing 
about taxes, but that statement is inac- 
curate. Rarely a day passes that I do 
not give some tax advice. Rarely a week 
passes that I do not find time to read 
some tax article. Rarely a client pre- 












First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in_ St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 

Iteadministers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line’’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 





“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 














sents a matter which does not involve 
taxes in some form. If I should truth- 
fully say that I know nothing at all 
about taxes I would not be fit to en- 
gage in my profession. When tax prob- 
lems are completely over my head, I 
hope I have sense enough to recognize 
them. I find it necessary to look up the 
same thing over and over, which is a 
source of embarrassment, but I think 
I can look them up, and can find an 
answer. What I say of myself could be 
said, with some variations, by the vast 
majority of general practitioners whose 
practice corresponds to mine. 


It would be presumptuous for a non- 
expert to say much of the responsibili- 
ties of the expert. Some have already 
been suggested. Quite often he is the 
only consultant, and then he must pos- 
sess in some measure the equipment of 
the general practitioner. Quite often he 
is brought in by the general practitioner, 
being the lawyer’s lawyer, and in such 
cases his responsibilities are more re- 
stricted. 


In a conversation I had some time 
ago with a member of a large and well 
known tax law firm, he told me, to my 
astonishment, that his firm never drafted 
wills in tax cases but left that to be 
done by his client’s general attorney. 

Certainly there is a responsibility of 
combining skills where the general prac- 
titioner and the specialist are both in- 
volved. Both know that there may be 
other useful instruments in an estate 
plan: revocable or irrevocable inter 
vivos trusts, testamentary trusts, non- 
trust gifts. These presuppose a_ basic 
knowledge of gift taxes, income taxes, 
estate taxes and inheritance taxes. Life 
insurance may involve the settling of 
the proceeds of life insurance already 
issued, or the creation of a funded 
insurance trust to serve an ideal pur- 
pose. 


Survivors’ annuities, particularly un- 
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Ohio’s Oldest Trust Company 
Offers Compt F comaaa Service 


THE CENTRAL TRUST COMPANY 
Cincinnati, Ohio 








der employee retirement programs, pre. 
sent income and estate tax consequences 
which if not carefully regarded may 
completely wreck a given estate plan, 
Social Security benefits in some amount 
and form are also involved in many 
estates, as are powers of appointment 
which might easily be overlooked. 







Where an estate is tied up in business 
interests, the estate planning counsel 
can wisely advise inter vivos changes 
in the business organization, possibly 
to concentrate as much as 35% of the 
estate in a single corporation to take 
advantage of Section 115(g) (3) as it 
now stands, if that can be done with. 
out distorting the equity ownership and 
control of the business, or to make pre- 
death agreements regarding the dis. 
position of partnership and other pro- 
prietary interests. In any case the ob- 
jective should be to avoid by advance 
planning the risk of a valuable business 
enterprise being sacrificed to provide 
cash funds for the payment of debts, 
taxes and other cash obligations. 

































In summary, the general practitioner, 
with the aid of the trust officer, and at 
times with other expert assistance, has 
a large and valuable part in estate plan. 
ning. His opportunity to serve in that 
field imposes on him the duty to do so. 
He is now doing a creditable job, for 
which he should be commended. Fin- 
ally, he can and should prepare himself 
by special study and application to do 
a still better job. 

A A A 


Appraisal Service Described 


























































A new 20-page booklet, describing 
procedures in property appraisal, has 
just been published under the title, 
“How You Benefit by American Ap- 
praisal Service.” Written in “interview” 
form and fully illustrated, it may be 
obtained from the American Appraisal 
Company, 525 East Michigan Street, 
Milwaukee 2. 
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Books 







Institute on Federal Taxation (12th 
annual N. Y. U.) 


Edited by HENRY SELLIN. Matthew Bender 
& Co., Albany 1, N. Y. 1263 pp. $23.50. 








“Sophisticated” tax ideas — not slick 
or cunning but those developed by ex- 
perts whose entire time is devoted to tax 
work — constitute the appeal of this 
volume, containing the proceedings of 
the twelfth annual session of the New 
York University’s pioneering Institute 
on Federal Taxation. The list of con- 
tributors reads like a Who’s Who in 
Taxation. One can do no more within 
the limits of a book note than give the 
headings under which the papers are 
grouped and mention some of the specific 
topics of special interest to our reader- 
ship: 

Fraud Cases; Real Estate, Landlord 
and Tenant; Tax Techniques; Corporate 
Reorganization; Oil & Gas; Ideas for 
Family & Individual; Ideas for the 
Operating Business; Individual Case 
Analysis; International Operations; Pro- 
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e, hase cedure & Bureau Operations; Buying & 
- plan- Selling; Investment Planning. 

1 that Under Retirement Plans—Death Bene- 
do sof fits are found discussions on pension and 






profit-sharing plans for small companies; 
retirement income under nonqualified 
plans; employee death benefits before 
and after retirement; and tax conse- 
quences of payments to employee’s widow 
and relatives. In the estate planning 
section are analyses of the current status 
of the Clifford regulations and tax 
aspects of marital settlements. 
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As this department has remarked in 
the past, these proceedings should occupy 
an important shelf in the library of any 
tax practitioner. 
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Tax Manual for Divorce and Separa- 
tion 







CHARLES B. BAYLY, Jr. Newkirk Associates, 
76 Maiden Lane, Albany 7. 291 pp. $10. 








The use of trusts in many marital 
—Yy split-ups, and the significant estate and 
gift tax consequences of property settle- 
ments generally, make this volume of 
Special interest to this audience. The 
most important question, according to 
the author, is who will pay the income 
tax on the alimony, but serious questions 
arise under the other two taxes. 












The theme of the treatise is emphasis 
on the awareness of tax ramifications in 
preparing a separation agreement, par- 
ticularly where it is contemplated that 
it will be incorporated in a divorce de- 
cree. A helpful chapter on the control of 
tax effects is followed by tables of clauses 
for agreements and state income tax 
statutes on alimony and separate main- 
tenance payments. 
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CURRENT LITERATURE NOTES 


The Uneasy Case for Progressive 

Taxation 

WALTER J. BLUM & HARRY KALVEN, Jr. 

University of Chicago Press, Chicago 37. 107 

pp. $2.50. 

In an outstanding and dispassionate 
analysis of this key policy issue, the 
authors — both members of the law 
faculty at the University of Chicago — 
consider the objections to progressive 
taxation and the arguments advanced in 
favor of it. They conclude, after this 
critical look, that the case for progres- 
sion “turns out to be stubborn but un- 
easy.” With the curent debate over the 
proposed constitutional amendment to 
limit the tax on incomes to 25%, students 
of taxation and economics will find this 
essay extremely interesting. 


ARTICLES 


The Uniform Ancillary Administra- 
tion and Probate Acts 

THOMAS E. ATKINSON. Harvard Law Re- 

view, Feb. 1954 (Gannett House, Cambridge, 

Mass.; $1). 

Cognizant of the problem arising 
where a decedent leaves tangible proper- 
ty, debtors and creditors in a jurisdic- 
tion other than the one in which he was 
domiciled, the National Conference of 
Commissioners on Uniform State Laws 
has promulgated three acts for adoption 
by the various states. These Uniform 
Acts deal with (a) Powers of Foreign 
Representatives, (b) Ancillary Admin- 
istration of Estates, and (c) Probate 
of Foreign Wills. All three recognize 
that the only feasible method for carry- 
ing out the object of unitary administra- 
tion insofar as is practicable is to make 
the domiciliary proceeding the principal 
governing factor with reference to the 
ancillary estate. Professor Atkinson anal- 
yzes the provisions of the three acts and 
concludes that the first is the most im- 
portant but, while any one of them 
can be enacted without the others, to- 
gether they constitute a workable code 
for ancillary estates. 


Only God Can Make an Heir 


CHRISTIAN M. LAURITZEN, II. Northwest- 

ern Univ. Law Rev., Nov.-Dec. 1953 (Chicago). 

The title is a catchy expression for 
the question involved in the Hardenburgh 
case (1952) in which it was held by the 
Court of Appeals for the Eighth Circuit 
that renunciation of an intestate share 
constituted gratuitous transfers subject 
to gift tax. A contrary decision had been 
reached in 1933 where the renunciation 
was by a legatee rather than an heir. 
The author traces the English and Amer- 
ican authorities, the bulk of which deal 
with the right of an heir to renounce 
with respect to creditors’ claims. Here 
too the decisions distinguish the situation 


from the right of a legatee to renounce. 
The rule is similar in dealing with in- 
heritance taxes. 


Other relationships considered are the 
heir and: the Alien Property Custodian, 
murder, and bank stock. 


Although concurring in the rationale 
of the Hardenbergh decision on the basis 
of well settled property law, Mr. Laurit- 
zen concludes that the harshness of the 
result in tax cases requires a change 
in the Internal Revenue Code. Recom- 
mendations of the American Bar Associa- 
tion Tax Section would accomplish this 
objective for Federal tax purposes, but 
there would remain the necessity of re- 
forming state law. The author suggests 
a uniform statute modeled after the 
Louisiana Civil Code. 


OTHER ARTICLES 


1953 Annual Survey of American Law 
(including articles on Federal Income 
Taxation, by Harry J. Rudick, and Feder- 
al Estate and Gift Taxation, by Joseph 
Trachtman) : New York Univ. Law Rev., 
Feb. (Washington Sq., So., New York, 
3; $3) 


Advancements, Part III, by Harold I. 
Elbert: Michigan Law Rev., Feb. (Ann 
Arbor; $1) 


Valuation of Family Businesses for 
Federal Estate Tax Purposes, by Ralph 
S. Brown: Iowa Law Review, Fall 19538 
(Iowa City; $1) 


£6; 6 


Forums on Estate and Pension 
Planning Reported 


Transcripts of the proceedings of a 
forum on pension and profit-sharing 
plans and a workshop on tax and estate 
planning, both under the editorship of 
Solomon Huber, have recently been pub- 
lished. In the former — the eleventh an- 
nual Estate Planners Forum sponsored 
by the Solomon Huber Associates in 
New York — David Stock, Samuel N. 
Ain and James C. Wriggins discussed 
current aspects of pension and profit 
sharing plans, their application to specific 
needs and relationship to estate plan- 
ning. 


The second brochure covers a work- 
shop at the New School for Social Re- 
search. Augustus Morris dealt with 
methods of converting ordinary income 
into capital gains; Charles E. Elting, 
increasing the executive’s take-home pay; 
Leon Gold, charitable foundation for the 
businessman of moderate means; Emil 
J. Ernst, getting the best tax breaks 
from life insurance; and Harold Wurzel, 
using powers of appointment to save 
taxes. 


Both transcripts are published by Con- 
solidated Reporting Co., 303 Fourth Ave., 
New York; respective prices $1.85 and 
$2.00. 
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WHERE THERE'S A WILL 


Dr. Epwarp H. Cary, former presi- 
dent of the American and Southern 
Medical Associations, gave his wife the 
life use, rent-free, of silverware, jewelry, 
household effects, and the like, as well 
as their residence which, with her con- 
sent, may be sold or leased by the trustees 
and the proceeds used to purchase an- 
other home. Out of his separate property 
(Texas being a community property 
state) Dr. Cary bequeathed to his wife 
one-half of the value of such property 
included in his gross estate for Federal 
estate tax purposes, reduced by the value 
of any property as to which a marital 
deduction is allowable under the Code, 
but passing outside the will. This be- 
quest is free of death taxes but charge- 
able for its proportionate part of ex- 
penses, debts and claims. 


Declaring that he had agreed to allow 
his sister $20,000 for shares of stock in 
Republic National Bank of Dallas in 
order “to assure her an estate,” the 
former dean of the city’s first medical 
school directed that she have the right 
to elect this sum in full or in monthly 
installments. If she chooses the lump 
sum and loses it from any cause, the 
trustees “shall not allow my said sister 
to go in need at any time,” and shall 
pay her out of income or principal of the 
residuary trusts hereafter mentioned such 
amount as the trustees feel is justified 
by the trust income, with an annual 
limit of $3,000. If the sister elects the 
installments and has received less than 
$20,000 at the time of her death, the bal- 
ance is to be paid to her estate. 


The residue is divided into four trusts 
for the children, subject to payment of 
income to Mrs. Cary if in the opinion 
of the trustees her net income from all 
sources is inadequate for her “mainten- 
ance and support according to her station 
in life,” it being the “special responsi- 
bility of the trustees to inquire” there- 
into from time to time. After a child’s 
death, the trust assets vest in his or her 
issue but the income is to be used for 
their benefit, in such proportions as the 
trustees deem wise and proper until 
age 21. The trustees are authorized to 
expend principal for the beneficiary’s 
needs if income from all sources is in- 
sufficient. Each trust is to terminate not 
later than 21 years from the death of 
the last survivor of the testator, his 
wife and all his children and grandchil- 
dren who were living at his death. 


Dr. Cary, who stated in his will that 
no individual trustee is to receive com- 
pensation, appointed his son and Republic 
National Bank as executors and trustees. 


CARL E. WICKMAN, one of the two 


founders of the Greyhound Bus Lines, 
left his entire estate estimated at 
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$750,000 outright. His residence is de- 
vised to Mrs. Wickham, and a legacy of 
$10,000 goes to American-Scandinavian 
Foundation. The rest of the estate is 
divided as follows: 25% each to the 
testator’s widow and two children, 15% 
to a brother, and 5% each to another 
brother and a sister. Mr. Wickman di- 
rected his executors — a friend and Con- 
tinental Illinois National Bank and Trust 
Co. of Chicago — to pay all estate and 
inheritance taxes out of the estate and 


Stack’s Auctions Unique 
Coin Collection 


One of the unique collections of coins 
assembled in the past century went under 
the auctioneer’s hammer of Stack’s, New 
York, April 8-10. Among the 700 people 
who attended were collectors from 
Alaska, Japan, Italy and South America. 


Members of the R. Coulton Davis fam- 
ily had decided to learn what their grand- 
father’s old coin collection was worth, 
and thereby put on the numismatic mar- 
ket coins of the finest value including 
American pieces minted between Colonial 
times and the middle of the 19th cen- 
tury. Outstanding among these was the 
R. Coulton Davis 1804 silver dollar which 
sold at the auction for $8,000 and is 
backed with a full pedigree as well as 
a United States Government guarantee 
attesting its genuineness. The same coin 
sold for $3,400 in 1950. There was a 
1798 small eagle which went for $7,000 
and an 1842 quarter eagle which brought 
$6,000. One 1815 $5 gold piece was auc- 
tioned for $3,750, while an 1819 piece 
brought $2,400. 


Many foreign coins were in the col- 
lection, some coming from ancient Greece 
and Rome, others from later dates and 
many countries. The Polish 100 Gold 
Ducat, which is described as the largest 
coin in the world, was knocked down at 
$3,800. Total sales for the three days 
of the auction amounted to $151,000, an- 
swering the question of what Grand- 
father’s collection was worth. 


“King” of American coins, the 

1804 silver dollar which sold 

for $8,000 at Stack’s New York 
April auction. 


not to charge them against the respective 
beneficiaries. 


ALFRED S. ROGERS, a governor of the 
University of Toronto, prominent indus. 
trialist and sportsman, showed extreme 
solicitude for equitable treatment of his 
three sons. In a codicil to his will he de. 
clared that “the effect of taxation and 
social and economic changes may be such 
that the provision of a fixed annuity 
($10,000 in the will) for my son Alfred 
might result in an unfair disadvantage 
to him in relation to the remuneration 
receivable by my other two sons from 
companies controlled by my trustees.” 
Therefore, he directed that the trustees 
pay Alfred in equal monthly installments 
such sum each year which, after payment 
of income taxes thereon, will provide him 
a net of $10,000, plus such amount as 
bears the same ratio to $10,000 as the 
increase in the cost of living at the be. 
ginning of such year over that on 
January 1, 1948. The income tax is 
to be estimated on the basis of the 
rates in effect at the beginning of each 
year, calculated only on the trust income 
and reduced only by exemptions for mari. 
tal status and dependent children. 


On the other hand, to avoid unfairf} 


disadvantage to his other sons if they 
should not be employed by the indicated 
companies or it should appear that they 
are likely to receive less than the sum 
provided for Alfred, Mr. Rogers directed 
the trustees to reduce the amount payable 
to Alfred to the extent they deem de- 
sirable. One of the sons predeceased the 
testator. 

To his widow, Mr. Rogers left specified 
insurance policies totalling $215,600, the 
free life use of their winter and summer 
residences, and $1,000 per month. Should 
her income taxes exceed $6,000 in any 
year, the trustees are directed to in- 
crease this allowance to cover the excess. 
Moreover, if the allowance after taxes 
is in their opinion insufficient to enable 
Mrs. Rogers to live as she did during his 


lifetime, the trustees may further in-f 


crease it. Additional sums are also pay- 
able if she in writing requests same for 
unforeseen emergency or illness, but not 
to make gifts or loans to the sons. 


The income from the rest of the estate, 
which is estimated at $4,200,000, is di- 
vided equally among the sons. After the 
death of any one of them, his share is 
to be used for the maintenance and bene- 
fit of his widow until she remarries and 
for the support and education of their 
children. The trust terminates at the 
last death of Mr. Rogers’ widow and 
children, when distribution is to be made 
equally per stirpes among the wife and 
children of each son as he appoints by 
will; failing appointment, to the chil- 
dren. 


Son Guy and National Trust Company 
Limited, of Toronto, have been appointed 
administrators with the will annexed. | 
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INCOME TAX 


Trusts for children recognized as valid 
partners for income tax purposes. In 
three recent Tax Court opinions, trusts 
were created for taxpayer’s children. 
Under similar circumstances, each trust 
acquired an interest in taxpayer’s busi- 
ness and became a limited partner. Tax 
Court ruled that trusts were valid part- 
ners for tax purposes and that grantors 
had not retained sufficient control over 
the trust property to warrant attributing 
trust income to them under Clifford rule. 

HELD: Affirmed. The Court of Ap- 
peals, in per curiam opinions, adopted 


‘findings and opinions of Tax Court in 
jeach case. Comm. v. Sultan, Comm. v. 


Brodhead, Comm, v. Eaton, all 9th Cir., 
March 10, 1954. 


Trust instrument created three sepa- 
rate trusts for income tax purposes. De- 
cedent bequeathed portion of his estate to 
trustees for four beneficiaries. One bene- 
ficiary died and his interest was distrib- 
uted outright to his issue. Trustees never 
segregated trust property into separate 
parts but administered property as a 
unit, Income taxes were paid as if one 
trust was created and then claim for 
refund was filed on ground that three 
separate trusts were created. 

HELD: For taxpayer. Physical separa- 
tion of property is not necessary. Un- 
divided interest in property can be sep- 
Whether separate trusts 
were created, however, does not depend 
on use of word “trusts” rather than the 
singular. Legal effect of grantor’s act 
is not controlled by his intention but 
rather by what he actually accomplished. 
Each share of trust property was dis- 
tinct and isolated from others. Each had 
its own beneficiaries and duration. In 
ho event would limitations or contingen- 
cies on one share have any effect on 
other shares in trust. Thus, each opera- 
ted as separate trust and is taxable as 
Such. McHarg v. Fitzpatrick, 2d Cir., 
March 3, 1954. 


Income accumulated by broad chari-. 
table trust is deductible. Trust was cre- 
ated for benefit of various charitable 
Purposes including “music and the arts.” 
Grantor directed trustees to accumulate 
P to one-half of annual income until 
Principal reached five million dollars. 
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FEDERAL TAX NOTES 


Remaining income was distributable to 
charitable organizations. In addition to 
real estate holdings, trust owned two 
music stores. In taxable year, trustees 
deducted entire earnings as appropriated 
for charitable purposes. Commissioner 
disallowed deduction, contending that 
trust was taxable as corporation because 
of its business activities, Tax Court 
ruled that trust was not corporation and 
should be taxable as trust, but allowed 
deductions from trust income only for 
funds actually distributed. 

HELD: Reversed. Fact that charitable 
purposes were not limited to exact words 
of Code does not prevent deduction un- 
der Sec. 162(a) of Code. Additional pur- 
poses of music and arts are contemplated 
by statute. Sec. 162(a) allows deduction 
from income for funds “paid or perma- 
nently set aside” for charitable purposes. 
Trust is allowed deduction to extent of 
its entire net income since income accu- 
mulated has been permanently set aside 
for charity. Fact that accumulated in- 
come is not payable to charities directly, 
but is added to principal, does not pre- 
vent deduction. Arthur Jordan Founda- 
tion v. Comm., 7th Cir., March 4, 1954. 


Executor’s commissions received under 
claim of right constitute taxable income. 
Wife, who died in Washington, commun. 
ity property state, appointed husband 
executor and gave her one-half share of 
community estate to husband in trust 
for life. Upon being awarded executor’s 
fee of $20,000, husband paid himself 
solely from wife’s share of property, 
$12,500 in 1939, and $7,500 in 1940. Later 
in 1940 husband was notified that wife’s 
share of property was liable only for 
one-half of commission and book entries 
immediately were made showing debt to 
wife’s estate of $10,000. Husband only 
reported $12,500 received in 1939 as in- 
come. Commissioner assessed deficiency 
contending that $7,500 received in 1940 
was income. Husband made claim for 
refund for $2,500 reported in 1939 and 
$7,500 in 1940. 


HELD: Claim for 1939 disallowed; 
claim for 1940 allowed. Under Wash- 
ington law surviving spouse is consid- 
ered immediate owner of one-half share 
of community property and is taxable 
on its income during administration of 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 






estate. Entire estate, however, is subject 
to administration expenses so that one- 
half of executor’s fee is chargeable to 
surviving husband’s share of property. 
Since husband was executor, fee allocated 
to his own share is not income to him. 


Without more, husband’s refund would 
be allowed, but in 1939 he received 
$12,500 under claim of right with no 
limitation as to disposition. Thus, entire 
amount received in 1939 was income in 
that year, even though in subsequent 
year he was liable to repay $2,500. Claim 
of right does not apply to $7,500 re- 
ceived in 1940 by mistake. Before the 
end of 1940, taxpayer recognized his 
obligation to repay and cannot be con- 
sidered as maintaining claim of right to 
money during entire year. United States 
v. Merrill, 9th Cir., March 2, 1954. 


Where pension trust not adopted with- 
in taxable year, contribution made with- 
in 60 days after close of year not de- 
ductible. Taxpayer made final plans for 
adoption of pension plan prior to end 
of its fiscal year ending January 31, 1944. 
Accrual of pension contribution was 
made on January 31, 1944 though formal 
trust instrument was not executed nor 
was plan approved by stockholders until 
after close of fiscal year. Pension con- 
tribution was actually paid within 60 
days after close of taxable year. Upon 
Commissioner’s disallowance of deduc- 
tion for year ending’ January 31, 1944, 
taxpayer paid deficiency and instituted 
suit for refund. 


HELD: Refund denied. For contribu- 
tion to be deductible under Sec. 23(p) of 
Code, it must be paid to qualified trust 
during taxable year. Sec. 23(p)(1)(E) 
of Code provides that accrual basis tax- 
payers may deduct contributions if actu- 
ally paid within 60 days after close of 
taxable year. Though payments after 
taxable year may be related back, con- 
struction of statute requires that trust 
be executed so as to fix liability to pay 
during taxable year. Adoption of pension 
plan during taxable year does not satisfy 
requirements, since no rights vested in 
employees until trust was executed. Until 
then plan was revocable expression of 
intent. Dejay Stores, Inc. v. Ryan, 
D.C.S.D.N.Y., Jan. 25, 1954. 
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Income credited by estate to benefici- 
aries was properly deducted. Decedent 
left entire estate to brother and his two 
children. He authorized executors to 
operate his business without Court 
order until it could be terminated. No 
direction was made as to distribution of 
income during administration. In_ first 
year of administration, estate earned 
substantial income which was credited 
to beneficiaries within 65 days after close 
of taxable year. Beneficiaries included 
such credits in their tax returns, Com- 
missioner disallowed deduction by estate 
of amount of income credited under Sec. 
162(c) of Code, contending that admini- 
stration of estate had not progressed 
enough to properly distribute income. 


HELD: Commissioner overruled. In- 
come was credited within 65 days after 
close of taxable year and pursuant to 
Sec. 162(d)(3)(A) of Code is consid- 
ered credited within taxable year. Credit 
was complete in that money was imme- 
diately available to beneficiaries and was 
reported by them as income for taxable 
year. Distribution of income was not 
premature, Estate was completely sol- 
vent and liquid; all debts had been paid; 
and State Court had approxed account- 
ing reflecting income distributions. Es- 
tate of Fossett, 21 T.C., No. 101; March 
9, 1954. 


ESTATE TAX 


Deduction for property previously 
taxed disallowed to grantor’s estate. 
Mother created trust, reserving income 
for life. Her son was given life income 
after her death and general power of 
appointment over principal. Son died, 
exercising his power in favor of his wife 
and children. Principal of trust less 
value of mother’s life interest was in- 
cluded in his gross estate. One year later 
mother died and entire trust principal 
was included in her gross estate by 
reason of her reserved life estate. Com- 
missioner disallowed deduction for value 
of trust property. previously taxed in 
son’s estate. 

HELD: Commissioner sustained. Stat- 
utory language provides that in order to 
deduct value of property previously 
taxed, it must be property “received 
by the decedent from .. . such prior 
decedent, by gift, bequest, devise, or 
inheritance.” Property included in 
mother’s estate was not so received. She 
owned property and gave prior decedent 
power to dispose of it. Estate of Yantes, 
21 T.C. No. 95, Feb. 26, 1954. 


Relief provisions of Technical Changes 
Act not applicable to erroneous tax 
payment. Decedent transferred property 
in trust for his son four years before his 
death in 1939. Commissioner erroneously 
assessed estate tax deficiency including 
value of property in decedent’s estate. 
Deficiency was paid in 1944 and claim 
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for refund was filed in 1950. Three-year 
statute of limitations would bar recov- 
ery unless relief provisions of Technical 
Changes Act of 1949 can be applied. 


HELD: Refund denied. Act of 1949 
retroactively amended Sec. 811(c) of 
Code and provided for refund of tax, 
otherwise barred, based on prior con- 
struction of statute. Thus, relief was 
given generally for transfers intended 
to take effect at death where decedent 
retained any possibility of reverter, 
Transfer in issue created passive trust 
and absolute title vested in_ beneficiary 
immediately. Thus, taxpayer had imme- 
diate right to claim refund based on 
Commissioner’s erroneous assessment. 
Taxpayer did not need relief granted by 
1949 Act. Fact that deficiency was based 
on construction that transfer was in- 
tended to take effect at death under prior 
law was immaterial. Transfer was not 
subject to tax under any section of Code 
and relief provisions of 1949 Act do not 
apply in such case. Sharpless v. United 
States, D.C.E.D. Pa., Feb. 18, 1954. 


Blockage rule not applied to valuation 
of large block of stock. Decedent’s es- 
tate possessed 14,700 shares of stock, 
representing 842% of total outstanding 
stock of corporation. Executors valued 
stock for estate tax return at book value, 
$25.92 per share. Commissioner con- 
tended that fair market value at date of 
death was $44.50. Executors paid defici- 
ency and instituted suit for refund. 


HELD: Refund denied. Approximately 
50% of stock was owned by family 
groups and shareholders not interested 
in selling their stock. Sales during the 
year of death were small but most re- 
liable evidence of fair market value. 
Blockage rule does not apply since there 
is no evidence to contradict fact that 
skillful broker could have liquidated 
stock at its fair market value within 
reasonable period of time. Thus, large 
block of stock would not depress market 
if handled properly by broker. St. Joseph 
Bank and Trust Co. v. United States, 
D.C.N.D. Ind., Aug. 31, 1953. 


Property subject to general power of 
appointment not considered “property 
subject to claims” under state law. Upon 
decedent’s death, his gross estate con- 
sisted mainly of property subject to gen- 
eral power of appointment which he ex- 
ercised in favor of his wife. Commis- 
sioner assessed deficiency based on dis- 
allowance of deductions claimed to the 
extent that such deductions exceeded 
value of property owned by decedent 
other than that subject to his power of 
appointment. 

HELD: Commissioner sustained. Sec. 
812(b) provides that deductions shall be 
disallowed to extent they exceed value 
of property in gross estate which could 


be subjected to payment of such deduce. 
tions. Whether property subject to de. 
cedent’s power of appointment can be 
so subjected is controlled by law of 
domicile, here, South Carolina. Appli- 
cable state decisions follow minority 
rule that exonerates appointive property 
from creditors’ claims. Accordingly, 
Commissioner rightfully disallowed de. 
ductions in excess of decedent’s other 
property which was subject to payment 
of his debts. Estate of Slocum, 21 T.c 
No. 58, Jan, 14, 1954. 


Trust principal included in grantor’s 
estate where grantor reserved power, in 
conjunction with beneficiary, to termi. 
nate trust. Decedent created trust, in. 
come of which was payable to sister for 
life, then to niece for life. Sister was 
given power to appoint remainder after 
niece’s death by her will and could 
terminate trust in her favor with grant- 
or’s consent. Commissioner assessed es- 
tate tax deficiency, contending that value 
of remainder interest was includible in 
decedent’s gross estate under Sec. 811 
(d)(2) since she, in effect, had reserved 
the power, in conjunction with any other 
person, to alter, amend or revoke trust. 

HELD: Commissioner sustained. Power 
of termination is included within statu- 
tory phrase power to alter, amend or 
revoke. Fact that termination would vest 
remainder in sister and give no benef- 
cial rights to decedent is not controlling. 
Also immaterial is the fact that trust 
could be interpreted to mean that grantor 
could only consent to termination re- 
quested by beneficiary, but could not 
initiate proceedings. Estate of Marion 
B. Gebbie, T.C. Memo. Op., Feb. 12, 1954. 


REVENUE RULINGS 


Estate Tax: Power to invade principal 
where life beneficiary is co-trustee. De- 
cedent’s will created trust for benefit of 
wife who was appointed co-trustee. Trus- 
tees were directed to pay out all income 
and so much of principal as deemed ne- 
cessary for wife. Thus, wife was given 
power of appointment within Sec. 811 
(f)(2) of Code and trust principal would 
be included in her gross estate at death. 

Service rules, however, that trust is 
controlled by New York law, which pro- 
vides that power of trustee to distribute 
principal to himself can be exercised only 
by remaining trustees. Accordingly, if 
New York law is in effect at wife’s death, 
she will not be considered as having tax- 
able power of appointment and trust will 
not be included in her gross estate. 
Letter Ruling, Feb. 18, 1954. 


Estate Tax: Limitation of charitable 


deductions. Decedent died possessing 
power of appointment not includible im 
gross estate. She made property subject 
to power available for payment of lega- 
cies under her will. 
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Service fules that charitable legacies 


and other general legacies are considered 
payable pro rata ‘out of all probate assets 
and available appointed property. Ac- 
cordingly, only portion of charitable be- 
quests considered payable out of probate 
assets included in gross estate are de- 
ductible. Rev. Rul. 54-90, I.R.B. 1954-10, 
p. 13. 


Estate Tax: Taxability of out-of-state 
property purchased with community 
funds. Husband, residing in Texas, pur- 
chased realty in New Mexico and Kansas 
with community property funds. He took 
title in his own name. 

Service rules that rights of husband 
and wife are controlled by law of place 
where property is located rather than 
by law of domicile. Under New Mexico 
statute, one-half of community estate 
passes to wife at husband’s death. In 
Kansas, a common law state, it has been 
held that husband holds property in trust 
for wife to extent he purchases property 
with her funds. Accordingly, upon hus- 
band’s death, only one-half of such 
realty is included in his gross estate. 
Rev. Rul. 54-89, I.R.B. 1954-10, p. 12. 


Gift Tax: No annual exclusion allowed 
where value of gift to income beneficiary 
incapable of determination: Gift in trust 
provided for payment of income to bene- 
ficiary. Trustee was given authority to 
distribute all or part of principal to 
beneficiary as he deemed necessary in 
his sole discretion. 


Service rules that no annual exclusion 
can be taken for gift of income to bene- 
ficiary. Though it is a gift of a present 
interest, amount to be distributed can- 
not be determined. Payment of income 
is subject to trustee’s power to distribute 
principal. Rev. Rul. 54-92, I.R.B. 1954-10, 
p. 14, 


Gift Tax: Trust for minor is gift of 
future interest. Trust gave trustee un- 
controlled discretion to pay out income 
and principal for support, education and 
benefit of grantor’s minor children. 


Service rules that this was gift of 
future interest and no annual exclusion 
is allowed. No legal guardian was. ap- 
pointed for children and no one had right 
to demand immeditae distribution of 
trust property. Rev. Rul. 54-91, I.R.B. 
1954-10, p. 14. 


Income Tax: Purchase of life insur- 
ance policies by profit-sharing trusts. 
Profit-sharing trust provided for pur- 
chase of ordinary life insurance on each 
employee, policy to be convertible to 
annuity upon retirement. Trust limited 
amount to be invested in life insurance 
to less than one-half of amounts allo- 
cated to employee’s account and provided 
that insurance must be converted to 
annuity at least one year before normal 
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retirement date. Trustees were owners 
of policies but employee had right to 
designate beneficiary. 


Service ruled that in such case con- 
tributions used for purchase of life in- 
surance will be deductible by employer 
as “incidental” to trust’s primary pur- 
pose, if aggregate premiums on each 
policy are less than one-half of aggre- 
gate contributions allocated to employee. 
Plan must also require trustee to con- 
vert policy on or before employee’s re- 
tirement to provide periodic income, no 
life insurance protection being allowed 
to continue after retirement. Rev. Rul. 
54-51, ILR.B. 1954.8, p. 9. 


Income Tax: Pension plan investing 
only in ordinary life insurance cannot 
qualify. Pension plan which provided 
benefits to employees through exclusive 
use of life insurance contracts, convert- 
ible to life annuities, does not qualify 
under Sec. 165(a) of Code, Primary pur- 
pose of life insurance is not to provide 
retirement annuity but insurance pro- 
tection. Thus, such plan cannot be said 
to have as its primary purpose payment 
of definitely determinable benefits to 
employees over period after retirement. 
Rev. Rul. 54-67, L.R.B. 1954-8, p. 10. 


Income Tax: Premiums on group term 
insurance purchased by qualified pension 
trust are taxable to employees. Reg. 118, 
Sec, 39.22(a)-3 provides that premiums 

























































‘a PHILADELPHIA NATIONAL BANK has 
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paid by employer for group life insur- 
ance for his employees are not income 
to employees. However, this does not 
apply to group life insurance purchased 
by qualified pension trust. Mim. 6477, 
1950-1 C.B. 16 provides that such pay-. 
ments constitute income to the employees 
each year. Taxability of employees is 
governed by Sec. 165(b) of Code. Con- 
tributions by employer are considered 
compensation to employee taxable when 
distributed. Premium payments for life 
insurance protection are considered dis- 
tributions by trust to employees. Rev. 
Rul. 54-52, I.R.B. 1954-8, p. 11. 


Estate Tax: Partial exercise of power 
created before October 21, 1942 does not 
subject entire property to tax. Decedent’s. 
husband created trust in his will, exe- 
cuted in 1939, giving his wife a life 
income and general power of appoint-~ 
ment over principal. Wife exercised 
power by withdrawing part of principal. 
Since will creating trust was executed 
in 1939 by .decedent who died prior to. 
July 1, 1949, Sec. 2(b) of Powers of 
Appointment Act treats power as hav- 
ing been created prior to October 21, 
1942. Property subject to such powers 
is not included in donee’s estate unless. 
exercised. Since exercise of the power 
by donee did not affect entire property,. 
property not affected is not includible 
in donee’s estate for tax purposes. Rev. 
Rul. 54-59, I.R.B. 1954-7, p. 13. 
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RECENT FIDUCIARY DECISIONS 


ASSETS — Business — Holder of Con- 
trolling Interest in Corporation 
May Permit Use of Corporate In- 
come to Pay Amortization on 
Mortgage on Corporate Realty 


New York—Surrogate’s Court of New York Co. 
Estate of Jacob Wertheim, N. Y. Law Journal, 


Feb. 8, 1954. 

(1) Originally the testamentary trus- 
tees held all the shares of a real estate 
holding corporation. As a result of dis- 
tributions, the trustees now owned not 
all, but a majority of the outstanding 
shares. Realty owned by the corporation 
is subject to a mortgage on which inter- 
est and amortization are payable annu- 
ally. Would the trustee’s acquiescence in 
the payment of amortization out of in- 
come violate the New York statutory 
rule against accumulation of income? 


HELD: The fact that the majority 
stockholder of the corporation is a trus- 
tee, whose actions are otherwise limited, 
should not prevent the trustee from per- 
mitting the corporation to use its income 
to discharge its debts. The rule applic- 
able to the situation in which the trustee 
holds all the shares of a corporation 
should not be extended to a case where 
other persons own some of the corpo- 
rate stock. 


(2) The trustee was empowered to re- 
tain the property held in trust, but new 
investments were limited to legals. Was 
the trustee thus precluded from making 
loans to the corporation, in proportion 
to the trustee’s stock interest, to the ex- 
tent necessary to pay the amortization? 

HELD: Such loans may be made, to 
preserve the estate’s investment. 


CHARITABLE TRUSTS — Terms May 
be Enforced by Another Charity 
Having Contingent Gift Over if 
First Charity Does Not Perform 
Properly — Principal and Income 


Massachusetts—Supreme Judicial Court 


Trustees of Dartmouth College v. Quincy, 1954 
A.S. 243; March 10, 1954. 


W died in 1869 and his wife in 1870. 
By their wills they give their estate to 
the Town (later City) of Quincy upon 
a trust which was accepted by the Town. 
By its terms, as soon as the accumulated 
income was sufficient, or at least within 
25 years, the town should set up a Female 
Institute, to be attended by females born 
in Quincy. The Town accumulated the 
income in a separate fund, and by 1894 
had accumulated $148,356. It then con- 
structed the first building. 


The unexpended accumulated income 
continued to be held in a separate fund. 
In 1923 it was consolidated with the 
original principal into one “general 
fund.” After 1894, receipts and disburse- 
ments of current income were entered in 
a separate account, any surplus being 
held in a reserve account for future 
deficits. In 1946 this reserve account had 
been used up and the Town began to 
charge annual deficits, first to the general 
fund, and then to the accumulated in- 
come account. By 1951 these deficits 
amounted to over $21,000. 


Another provision of the trust was 
that if the town did not accept it or if it 
failed to comply with its terms, the fund 
should revert to Dartmouth College. The 
proceedings in this case were a petition 
in the probate court by Dartmouth for a 


CONTRIBUTING LEGAL EDITORS* 


ARIZ.: H. L. Divelbess—Gust, Rosenfeld, Divelbess, Robinette & Linton, Phoenix 
ARKANSAS: Philip H. Loh I1I—Attorney-at-law, Morrilton 

CALIFORNIA: Walter L. Nossaman—Brady, Nossaman & Paulston, Los Angeles 
CONNECTICUT: Allan K. Smith—Day, Berry & Howard, Hartford 

GEORGIA: James M. Sibley—Spalding, Sibley, Troutman & Kelley, Atlanta 
INDIANA: J. A. Alexander—Buschmann, Krieg, DeVault & Alexander, Indianapolis 
MAINE: Robinson Verrill—Verrill, Dana, Walker, Philbrick & Whitehouse, Portland 
MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn 

NEBRASKA: Frank D. Williams—Cline, Williams, Wright & Johnson 

NEW JERSEY: Samuel J. Foosaner—Foosaner & Saiber, Newark 


NEW MEXICO: See Arizona 


NEW YORK: Joseph Trachtman—Trachtman & Wolf, New York City 

OKLA.: Bruce H. Johnson—Embry, Johnson, Crowe, Tolbert & Boxley, Okla. City 
OREGON: Clarence D. Phillips—Phillips, Coughlin, Buell & Phillips, Portland 
PENN.: E. C. Shapley Highley—Spiegel & Highley, Philadelphia 

TENNESSEE: Charles C. Trabue, Jr.—Trabue & Sturdivant, Nashville 

TEXAS: Marvin K. Collie—Vinson, Elkins & Weems, Houston 

WASHINGTON: Lightner Smith-—Attorney-at-Law, Seattle 


declaratory judgment as to the rights and 
obligations of the City in its administra. 
tion of the trust. 


HELD: 1. While ordinarily it is the ex. 
clusive function of the Attorney Genera] 
to enforce public charitable trusts, in 
this case the petitioner had a special in- 
terest in the maintenance of the fund 
and could maintain the petition. 


2. The income accumulated prior to 
1924 became part of the principal of the 
trust fund and could not be used for 
current expenses. The annual deficit 
which had been paid from this fund must 
be made up by the City with 4% in- 
terest. 


CLAIMS — Libelous Matter in Will 
Is Actionable 


Oregon—Supreme Court 


Kleinschmidt v. Matthieu, 58 Ore. 
125. 


Adv. Sh, 


Testator’s grandson brought suit for 
allegedly libelous matter contained in 
the will. The Circuit Court dismissed the 
suit. 


HELD: Although such an action was 
not sustainable at common law, under 
the State Constitution everyone is en- 
titled to a remedy for an injury. The 
better rule that such a right of action 
exists has been adopted in Tennessee, 
New York and Pennsylvania, and should 
be followed here. 


CLaims — Nonclaim Statute is Only 
Limitation Applicable to Claim 
Valid at Date of Death 


Washington—Supreme Court 
Morrison v. Hulbert, 144 Wash. Dec. 155. 


Plaintiff recovered a judgment against 
the decedent January 22, 1946. Decedent 
died September 22, 1951. Defendant 
qualified as administratrix in November 
1951, and published notice to creditors 
March 28, 1952. Within the six-month 
period after notice to creditors, allowed 
for serving and filing claims against the 
estate, the plaintiff served and filed her 
claim, based on the judgment. The de- 
fendant rejected the claim on the ground 
that it was not valid when it was filed 
in probate, because more than six years 
had elapsed since the entry of the judg- 
ment (six years being the statutory 
period of limitation with respect to judg- 
ments). The defendant appealed from 4 
judgment for the plaintiff. 


HELD: Affirmed. Upon the death of 
a judgment debtor, the probate non- 
claim statute applies to the exclusion 
of all other statutes, so that a claim, 
valid at the date of his death, must be 
allowed as a valid claim against his 
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estate, provided it is filed in accordance 
with the probate nonclaim statute. A 
debt valid when the debtor dies is a 
pinding obligation of his estate until 
the time limited for presentation of 
claims under the probate code. If a 
claim is not barred at the time of the 
debtor’s death, the only statute of 
limitation then applicable to the claim 
js the probate ‘statute of nonclaim, 
which applies to all claims against dece- 
dents’ estates. 















CLAIMS — Rights of Assignee for 
Value of Heir’s Interest 






California—District Court of Appeal 
Burchell v. Strube, 123 A.C.A. 137 (Feb. 10, 
1954). 

A professional heir hunter obtained 
assignments from the three heirs of de- 
ceased, of their interests in his estate 
for 40% of their interests, in considera- 
tion of services in investigating and pro- 
curing proof of their relationship to dece- 
dent. The Probate Court adjudged that 
the heirs were not lost or missing heirs; 
that the assignments were obtained by at 
least high pressure methods; that the 
stipulated consideration was unreason- 
able and against public policy; and de- 
nied any distributions pursuant to the 
assignments in excess of 10%. This judg- 
ment became final. 

Thereafter plaintiff, the administrator 
of the estate, brought this action in inter- 
pleader, alleging that he held some $7,600 
and that appellant, assignee of the heir 
hunter, claimed to be entitled to an 
additional 30% of the interests of the 
heirs, on the ground that Probate Code 
Section 1020.1, giving the Probate Court 
power to inquire into the consideration 
for assignments of interests in estates, 
relates only to distribution and that in 
spite of the Probate Court’s judgment 
suit can be maintained for the balance 
called for by the contract. 

HELD: The decree of the Probate 
Court determined all rights and liabili- 
ties of the parties and appellant was not 
entitled to recover, In a case considered 
as one of first impression, appellant’s 
contention is rejected. 
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COMPENSATION — Administrator Al- 
lowed Extraordinary Compensation 
for Managing Ranch 


New Mexico—Supreme Court 
In re Hildebrand’s Estate, 264 P. (2d) 674. 


Proceedings to obtain approval of final 
account of Administrator, the principal 
objection being to allowance for admini- 
strator’s compensation and attorney’s 
fees. The estate had remained open sev- 
eral years, during which time the ad- 
ministrator furnished money, supplies 
and personal services in managing a 
ranch which constituted the estate, and 
the attorneys rendered services during 
this period. 


HELD: Law in effect at time of 
allowance of administrator’s compensa- 
tion controls, and the amount of com- 
pensation is governed thereby. Admini- 
strator is entitled to extraordinary com- 
pensation where he contributes his per- 
sonal funds and devotes his time to 
management of ranch belonging to es- 
tate and subsequently sells property, 
saving the estate the brokerage com- 
mission. In addition to attorney’s fees 
allowed by trial court, Supreme Court 
allowed extra fees for representing ad- 
ministrator on appeal. 


COMPENSATION — Testamentary 
Trustee’s Right to Compensation 
Waived by Failing to File Annual 
Claim — Extraordinary Compensa- 
tion Allowable 


Arkansas—Supreme Court 
Hardy v. Hardy, 263 S.W. (2d) 690. 


Testator died in 1929. The will named 
a bank and the widow executors and 
trustees. The bank served jointly as 
trustee for two years and then resigned, 
and the surviving widow continued to 
handle the estate. She served from 1932 
through 1947, making annual reports, 
but never claiming any compensation for 
her services as trustee. 


HELD: Right to compensation for ser- 
vices rendered to estate as trustee was 
waived due to the fact that she had not 
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asserted claim to fees for services ren- 
dered by her prior to 1947. If a trustee 
pays income to beneficiaries and does 
not deduct compensation to which he is 
entitled, he cannot thereafter require 
beneficiaries to pay him such compensa- 
tion, nor is he entitled to such compen- 
sation out of income subsequently ac- 
crued. 


It was not error to charge the master’s 
fee and stenographic cost to the trust. 
Compensation for extraordinary ser- 
vices should be allowed a trustee who 
renders services in administration of 
trust of character not usually rendered 
by trustees; as, for example, legal ser- 
vices. 


Girts — Gift Causa Mortis Implied 
from Circumstances 


Pennsylvania—Supreme Court 

Titusville Trust Co., Admr. v. Johnson, 375 Pa. 

493. 

Decedent was eccentric and lived in 
a three-room shanty in his junk yard. 
Defendant had been employed by him 
as a housekeeper since 1930. She also 
worked in the junk yard. Decedent suf- 
fered:a cerebral hemorrhage while in 
his automobile with defendant. While 
they were waiting for the doctor, dece- 
dent pulled a brown envelope out of his 
shirt and handed her the envelope say- 
ing, “If anything happens to me, these 
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stocks are yours.” Defendant gave the 
envelope to her son who put it in his safe 
deposit box the next day. 
Decedent died two days later, intest- 
ate, unmarried and without issue. He 
left collateral relatives who never had 
paid any attention to him. The envelope 
contained $25,000 of stocks registered 
in decedent’s name and unendorsed. The 
administrator brought an action of re- 
plevin to recover the certificates. The 
jury’s verdict was for the defendant. 
The lower court dismissed the admini- 
strator’s motion for judgment N.O.V. 


HELD: Affirmed. To validate a gift 
causa mortis, it is not necessary that 
the donor say that he knows or believes 
he is dying — that may be inferred from 
the circumstances. It will suffice if the 
donor believed he was going to die and 
death did ensue within a reasonable time 
thereafter. The nature and extent of 
his illness or injury, his physical con- 
dition, his conduct and anything that 
was said to or by him, should be con- 
sidered. 


Whether the attendant circumstances 
warrant submission of the question to 
the jury is in the first instance for the 
court, but when admitted, the donor’s 
state of mind and the credibility, inter- 
pretation and weight to be given his 
statements are for the jury under proper 
instructions. While there is considerable 
doubt about what the words of decedent 
meant, they can fairly and reasonably 
be interpreted to mean “If I die these 
stocks are yours.” The fact that the 
certificates were not endorsed does not 
defeat an otherwise valid gift. 


JurispicTion — Ancillary Adminis- 
trator Liable to Creditor to Extent 
of Local Assets 


Massachusetts—Supreme Judicial Court 
Lenn v. Riche, 1954 A.S. 115; Feb. 1, 1954. 


Action of contract arising out of the 
loss of a valuable painting which the 
defendant’s testator had given to the 
plaintiff and then borrowed back for safe 
keeping. After his death in 1941 as a 
resident of France, his widow, his uni- 
versal legatee, removed the painting and 
presumably it was lost. There were also 
some medallions involved, which the 
widow still had. 


The decedent left property in Massa- 
chusetts, where the plaintiff lived, and 
the defendant was the ancillary ad- 
ministrator here. The defendant claimed 
that as French law made the universal 
legatee personally liable on obligations 
of the testator the action here would not 
be against the ancillary administrator. 


HELD: The action could be main- 
tained. The decedent had created the ob- 
ligation and his ancillary administrator 
here was liable to the extent of the 
Massachusetts assets. 


JOINT TENANCY — Contract of Sale 
Severs 


Nebraska—Supreme Court 
Buford v. Dahlke, 62 N.W. (2d) 252. 


Husband and wife, joint tenants, con 
tracted to sell real estate, September 1, 
1949. Husband died in 1951 and his 
administrator sued to recover one-half 
of payments made subsequent to death, 


HELD: Judgment for administrator, 


1. Under doctrine of equitable con. 
version, contract of sale vests equitable 
title in purchaser. Interest of sellers be- 
comes personal property; they hold legal 
title only as security for payments. 


2, Any act of a joint tenant which 
destroys one or more of its necessarily 
co-existent unities, operates as a sever. 
ance of the joint tenancy, and extin. 
guishes the right of survivorship. 


3. A contract to sell made by joint 
tenants jointly destroys the joint ten- 
ancy. 


LIFE TENANT & REMAINDERMAN — 
Executrix Who is Life Tenant Can- 
not Apportion Cost of Repairs and 
Improvement Between Herself and 
Remainderman 


Washington—Supreme Court 
Re Brooks Estate, 144 Wash. Dec. 87. 


The decedent left a two-story store and 
apartment building to his widow for life, 
with remainder over to a stepson. The 
widow was named executrix under a 


nonintervention will. During administra- 


tion, the widow, as executrix, caused a 
new roof to be placed on the building at 
a cost of $325. She also had a partition 
removed in the first floor store space 
and did some minor remodeling at a 
cost of $338, resulting in an increase in 
rental income. In her final report, the 
executrix charged one-half of the cost 
of the new roof and the remodeling to 
the remainderman, and one-half to her- 
self as life tenant. The remanderman 
objected to the charges against his por- 
tion of the estate, and appealed from the 
Trial Court’s approval thereof. 

HELD: Reversed. A devisee who ac- 
cepts the benefits of a life estate must 
assume the burden or expense of the 
repairs. A life tenant who voluntarily 
makes permanent improvements cannot 
apportion the cost thereof between him- 
self and the remainderman. 


Livinc Trusts — Declaration of 
Trust Not Invalid as Testamentary 
and May Not be Set Aside in Ab- 
sence of Fraud, etc. 


Arkansas—Supreme Court 
Hughes v. Coffey, 263 S.W. (2d) 689. 


The wife brought suit for cancellation 
of declaration of trust executed by her 
shortly before divorce. The declaration 
of trust declared that the wife held the 
property in trust for her son and further 
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provided that during the son’s minority 
he income from the property would be 
sed for her support and her son’s, and 
jfter the son attained his majority, the 
gcome was to be used for the mother’s 
apport alone. The wife reserved the 
jower to convey the property to her son 
it any time, and if it had not been so 
wnveyed during her lifetime, title would 
pass to the son at her death. The wife 
did not reserve in the instrument the 
power to revoke or modify the trust. The 
husband joined in the instrument to 
release his curtesy. The instrument was 
duly acknowledged and recorded on the 
day of its execution. 


In the suit to cancel the declaration of 
trust, the wife did not contend that the 
document had been obtained by fraud, 
duress or undue influence. She merely 
claimed she had no recollection of hav- 
ing signed the instrument. 


HELD: Cancellation denied in the ab- 
sence of any fraud, duress or undue 
influence. The instrument was not invalid 
on the ground that it was testamentary 
in character, since son’s interest vested 
on execution of the declaration, even 
though his possessory enjoyment was 
postponed. It was immaterial that the 
instrument failed to specify how the 
inome was to be divided between the 
mother and son during the latter’s min- 
ority; the law imposes on the trustee the 
duty of dealing impartially with two or 
more beneficiaries. 


PERPETUITIES — Provision to Pay 
Share of Business Income Not 
Violative of Rule 


Connecticut—Supreme Court of Errors 
Stanton v. Stanton, 101 A. (2d) 789. 


The will which was contested in this 
case bequeathed to the testator’s former 
business partner “all the interest that I 
may have at the time of my decease in 
the Sterling Manufacturing Company, an 
unincorporated company located in said 
Mansfield, to be his absolutely, in con- 
sideration and upon condition, however, 
that he shall pay to my estate one-third 
of the net yearly income from the opera- 
tion of the said company for and dur- 
ing such time as it shall continue in 
operation and upon its sale or liquidation 
shall pay to my estate one-third of the 
net sale price, or liquidation value.” 

Before the testator’s death the busi- 
ness was incorporated. Testator held 


| Stock and notes of the corporation. The 


parties contesting the will conceded that 
the court should treat the above bequest 
as though it referred to testator’s inter- 
est in the corporation. 


HELD: (1) The notes held by testator 
Were not part of his interest in the 
company. 

(2) Against the contention that the 
tbligation in the will on the former 
usiness partner to pay to the testator’s 
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estate one-third of the income of the 
company violated the rule against per- 
petuities, the court held that the obliga- 
tion did not impose a technical condition 
upon the former partner’s ownership of 
the testator’s interest in the business on 
the ground that the language of the will 
provided for no forfeiture and did not 
impose any burden or lien upon the 
interest bequeathed and upon the further 
ground that the will was drawn when the 
company was a partnership, which would 
terminate not later than the death of 
the former business partner. 


(3) The will left the residue of the 
testator’s estate in trust for the benefit 
of the “descendants” of the testator’s 
father and mother, the trust to termi- 
nate upon the death of the last such 
descendant. Although in common usage 
the word “descendants” connotes more 
than immediate issue, the testator in 
this case intended only descendants of 
his parents living at his death. The rea- 
sons for this interpretation were: 


(a) The trust assets consisted of build- 
ings on the testator’s parents’ homestead, 
which the trustees were to maintain, 
which the testator could not have con- 
templated would stand forever. 


(b) The presence of a gift over at the 
termination of the trust to two churches 
instead of descendants of the testator’s 
parents despite the fact that it was 
practically certain that such descendants, 
if by that is meant descendants without 
restriction, would never die out. 

(c) The natural object of the testa- 
tor’s bounty were those descendants alive 
at the testator’s death. 


Therefore, it was held that the trust 
did not violate the rule against perpetui- 
ties or the rule against unlawful re- 
straints on alienation. 


PERPETUITIES — Trust to Last at 
Will of Trustee is Void 


Texas—Court of Civil Appeals 
Kelly v. Womack, 261 S.W. (2d) 599. 


The trustor conveyed realty to the 
trustee on behalf of named beneficiaries. 
In addition to stating certain trustees’ 
powers and providing for successor trus- 
tees, the trust instrument provided: “To 
have and to hold the above described 
premises, together with all and singular 
the rights and appurtenances thereunto 
in anywise belonging and unto (the 
trustee) and his successors as trustees for 
and on behalf of the beneficiaries herein 


_named, forever, upon the following terms 


and conditions.” 


HELD: The trusts are void as violat- 
ing the constitutional prohibition against 
perpetuities. The trust vested legal title 
in the trustee but the beneficiaries were 
forbidden from conveying their equitable 
estates conferred upon them. The deed 
placed no express duty upon the trustee 
to convey the legal title within any speci- 
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fic time and the term of the trust was in- 
definite. The Court stated: 


“The instruments involved placed no 
limitation on the discretion of the trustees. 
It is for them to determine when the par- 
tition take (sic) place. Their discretion 
under the instrument as to what is a 
reasonable time within which to exercise 
the power conferred upon them is un- 
trammeled. The instruments admit but one 
construction, that is, indestructible spend- 
thrift trusts are hereby created. The instru- 
ments are void as violating the Constitu- 
tional prohibition against perpetuities .. . 
The rule against perpetuity is a rule to 
prevent the hampering of the alienation of 
estates. A perpetual trust has the same 
effect, and the restraint is direct. If here 
the instrument provides that the trust may 
endure at the will of the trustee, then we 
have a perpetual trust.” 


POWERS OF APPOINTMENT — Exer- 
cise Not Conditioned on Survival 


Pennsylvania—Supreme Court 
Walker Estate, 376 Pa. 17. 


Testator directed that his estate was 
to be divided into shares for each of his 
children subject to a life estate in favor 
of his wife. He further directed that if 
his son Henry survived his wife and 
himself, Henry’s share was to be held 
in trust for life, with remainder to his 
issue, if any, and if none, then Henry 
Was given a special power of appoint- 
ment by’ will and in default of appoint- 
ment the property was to go to testator’s 
other children or issue. 


Henry survived the testator but died 
without issue before the widow. His will 
exercised the power of appointment. His 
personal representative and appointees 
contended that the provision for the 
survival of Henry related only to his 
life interest and not to the remainder 
interest, The lower court denied their 
claim. 


HELD: Reversed. Testator’s first con- 
cern was that his surviving wife should 
have a life estate and until her death, 
the children were to receive nothing. 
Upon her death it is obvious he intended 
a stirpital distribution of his estate. 
Considering the language of the will 
as a whole, Henry’s share was one for 
life if he survived the widow, and after 
the decease of both Henry and the wi- 
dow, the remainder passed to Henry’s 
to his 


issue (there were none) or 
appointees. 
PowERS OF APPOINTMENT — Lim- 


itation on Doctrine .of Relating 
Back 


New York—Appellate Division, First Dept. 
Matter of Tanburn, N.Y.L.J., March 11, 1954. 


The will which granted a power to 
appoint in favor of the petitioner can- 
celled all legacies, devises and powers of 
appointment which were given by that 
will to descendants of the testator who 
married outside the Jewish faith. A re- 
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mainder was appointed to the petitioner 
in exercise of that power. She contem- 
plated marrying a non-Jew. In respect 
of another power granted by the same 
will, the interests of appointees as well 
as legatees and devisees were expressly 
cancelled if such beneficiaries married 
outside that faith. The Surrogate ruled 
that petitioner would forfeit her ap- 
pointed remainder if she married outside 
the Jewish faith. 


HELD: Reversed. The proscription ex- 
tended only to the interests of legatees, 
devisees and donees of powers of ap- 
pointment under the particular clause 
which was involved — and not to 
appointees. In the circumstances of this 
case, the doctrine which requires reading 
the interests of appointees back into the 
will which granted the power, and treat- 
ing the appointed interests as if they 
passed from the donor of the power, is 
not appointed. 


POWERS OF APPOINTMENT — Law of 
Donor’s Domicile Controls as to 
Validity of Appointed Interests and 
Payment of Death Taxes'— Mar- 
shalling of Assets to Validate Ap- 
pointed Trust 


New York—Surrogate’s Court, Westchester Co. 
Matter of Fuller, N.Y.L.J., Feb. 19, 1954. 


The will of a New Yorker granted to 
a general testamentary 


his daughter 
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power of appointment. She was doni- 
ciled in North Carolina at the time of 
her death and by her will she exercised 
the power by blending the appointive 
assets with her residuary estate, and 
directed that part of the blended fund 
be held in trust for the benefit of a 
child (who was not in being at the death 
of the donor of the power) until he 
attained the age of 25 years. She also 
directed that Federal and state death 


taxes in respect of the “legacies, devises | 
and bequests” under her will should not | 


be apportioned and prorated. 


HELD: (1) The validity of the ap- 
pointment, and the source of payment 
of the Federal and North Carolina death 
taxes is governed by New York law. 


(2) The appointed trust was invalid, 
but assets may be marshalled, so that 
the appointive assets are used to satisfy 
outright bequests and the donee’s own 
assets are used to satisfy the trust pro- 
visions. 


(3) Since the appointed assets do not 
pass under the donee’s will, the direc- 
tion against apportionment of death 
taxes does not include the appointive 
assets. Thus, the residue of the donee’s 
estate will consist of her own assets 
reduced by her debts, funeral and ad- 
ministration expenses and the portion 
of death taxes allocable to the general 
bequests augmented by the value of the 
appointive assets, 


(4) Since the donee’s will indicates 
her intention to blend the appointive 
assets with her own assets, her executor 
(who waived commissions) will take con- 
trol over the appointive assets, and the 
fiduciary under the will of the donor of 
the power will not distribute directly 
to the appointees as is usually done. 


Pow_ErRs — Limitations — Continua- 
tion of Powers After Termination 
of Trust 


New York—cCourt of Appeals 


Matter of Jones, N. Y. Law Journal, Feb. 3, 
1954. 


Upon the termination of a trust of 
realty, the question was whether the 
trustee’s power to sell and to manage 
and control the property pending sale 
continued to be exercisable by the trus- 
tee. 


HELD: (1) A general unlimited and 
unrestricted power of sale remains exer- 
cisable after the termination of the trust, 
unaffected by the passing of the title, 
if such power is not expressly or im- 
pliedly limited to the duration of the 
trust. The provisions of the will taken 
together confirmed the conclusion that 
a continuing power of sale was intended. 

(2) But the trustee’s power to manage 
and control the property ceased on the 
termination of the trust when title vested 
in the remaindermen. A remainderman, 
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}; an owner in common, had the right 
» enter on the property and take the 
nts and profits. The Surrogate’s Court 
i no power, at the instance of the 
ystee, to restrain the remainderman 
»m managing and controlling his own 


property. 


fePENDTHRIFT TRUSTS — Creditor 
May Reach All That Trustee Can 
Pay To or For Settlor 


Massachusetts—Supreme Judicial Court 
Ware v. Gulda, 1954 A.S.' 73; Jan. 20, 1954. 


The attorney for the plaintiff in Gulda 
Second National Bank, 323 Mass. 100 
an unsuccessful attempt to set aside a 
yust created by her for her own benefit) 
brought a bill in equity to establish his 
jam against her and reach and apply 
he trust fund to secure its payment. 
[he terms of the trust were that during 
her lifetime “the income and/or prin- 
ipal of the trust fund shall be expended 
or her support and maintenance.” Pay- 
ments and expenditures were to be in 
he sole discretion of the trustee. There 
rere gifts over on her death, and a 
pendthrift trust clause. 




















At the time of the hearing there was 
ho amount which the trustee had exer- 
ised its discretion to pay her, although 
previously it had made payments of both 
ncome and principal. The question was 
whether or not this fact prevented a 
Rreditor from reaching the fund. The 
rial court entered a decree establishing 
he amount of the debt and ordering the 
rustee to pay it. 


HELD: Affirmed. Where a person cre- 
btes for his own benefit a trust for sup- 
prt or a discretionary trust, his as- 
fignee or creditor can reach the max- 
mum amount which the trustee under the 
ems of the trust could pay to him 
br apply for his benefit, notwithstanding 
he trust contains a spendthrift trust 
lause. To the extent that it is incon- 
sistent with this principle, the case of 
rawford v. Langmaid, 171 Mass. 309, 
ust be regarded as overruled. 


SPOUSES’ RIGHTS — Widow Having 
Set Apart to Her Alone Property 
as Year’s Support May Dispose of 
It Without Restriction 


Georgia—Supreme Court 
Hiers v. Striplin, 79 S.E. (2d) 539. 


Decedent died intestate leaving as 
tis his wife, daughter and two sons, 
ll sui juris. His entire estate was set 
bide to his widow as a year’s support. 
bubsequently the widow died leaving a 
vill which gave to a son the entire prop- 
ety so received from her husband’s 
estate, The widow’s daughter brought a 
sult against both her brothers, seeking 
A division of the property equally among 
t brothers and herself. The daughter 
‘tended that property acquired by a 
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widow from her deceased husband’s es- 
tate as a year’s support descended at 
the widow’s death in accordance with the 
general law of descent and could not be 
disposed of by the widow in her will. 
The trial court sustained a _ general 
demurrer to the daughter’s petition. 


HELD: Affirmed. Property set apart 
as a year’s support to a widow alone 
becomes the widow’s property in fee 
simple, with the result that she has 
complete freedom of disposition of such 
property. This case is distinguished from 
that in which the property is set apart 
as a year’s support for the widow and 
a minor child, in which case the widow 
may not give away the interest of. the 
minor child even after the child has 
reached his majority. 


TAXATION — Estate & Inheritance — 
Allocation Clause Inapplicable 
Where Will is Revoked by Mar- 
riage 

Pennsylvania—Supreme Court 
Rosenfeld Estate, 376 Pa. 42. 


Testator’s will was revoked pro tanto 
by his subsequent marriage which en- 
titled his widow to one-third of the 
residuary estate. Her share qualified for 
the marital deduction for federal estate 
taxes. The will directed that taxes “shall 
be a charge upon and paid solely out of 
my net residuary estate.” The lower 
court decided that the widow’s share 


Trustman Wins C. of C. 
Award 


Thomas E. Mc- 
Farland, assistant 
trust officer of the 
Lincoln Rochester 
(N.Y.) Trust Com- 
pany, was present- 
ed the Leroy E. 
Snyder Memorial 
Award at the Jun- 
ior Chamber of 
Commerce dinner 
on April 5th. The award was established 
as a memorial to the assistant to the 
president of the Gannett Newspapers and 
is bestowed annually upon the city’s out- 
standing young man. Last year Mr. Mc- 
Farland was given a Life Membership 
by the Rochester Junior Chamber. 


McFarland, who headed the local Jay- 
cees group in 1950-51, is on the Boards 
of Directors of Family Service Society, 
Inc., the University Club, U.S.O. of 
Rochester. He is a member of the Board 
of Managers of Lewis Street Settlement, 
the Board of Trustees of the Rochester 
Chamber of Commerce, the Board of 
Stewards of the Country Club of Roches- 
ter. He is secretary of the Committee of 
Management of the Monroe Branch of the 
Y.M.C.A. and District Chairman of the 
individual Subscribers Division of the 
Rochester Community Chest. 
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should not bear any part of the estate 
taxes. The tax clause had no effect be- 
cause the will was revoked as to the 
widow and the Tax Apportionment Act, 
specifically exempting the widow’s share, 
applies. 


HELD: Affirmed on opinion of the 
lower court. 


TAXATION — Estate & Inheritance — 
Apportionment of Estate Taxes 
Where Part of Non-Marital Deduc- 
tion Share Passes to Charity 


New York—Surrogate’s Court, New York Co. 
Estate of Campe, N.Y.L.J., March 2, 1954. 


The will bequeathed two small pecuni- 
ary legacies, and gave to the testator’s 
widow his tangible personalty, his sum- 
mer home and Part A of his residuary 
estate which was to be so constituted 
as to give his estate the maximum Fed- 
eral marital deduction. Part B of the 
residuary was to be divided into 16 equal 
shares, three of which were bequeathed 
to a charitable corporation. If the wife 
survived, all death taxes were to be paid 
out of Part B. If nothing had been said 
about the source of payment of estate 
taxes Decedent Estate Law §124 would 
relieve the ‘charity of any contribution 
on account of death taxes. 


The testator died before the effective 
date of the New York statute adopting 
the marital deduction for New York Es- 
tate Tax. 


HELD: What the testator did was to 
transfer to Part B the burden of the 
estate taxes payable in respect of the 
general legacies and the interests which 
pass to the widow. Therefore, the Fed- 
eral and State estate taxes allocable to 
these interests must be deducted from 
Part B before it is divided into the 16 
shares. The charity will thus bear three- 
sixteenths of such tax burden. But the 
State and Federal estate taxes that are 
apportioned against Part B by virtue of 
the apportionment statute are not 
affected by the terms of the will and 
are to be prorated pursuant to the 
statute. Thus each individual legatee of 
Part B will bear his own pro rata share 
and the charity alone will have the 
benefit of the charitable deduction. 


TAXATION — Estate & Inheritance — 
Residuary Legacy to Charity Must 
Bear Share of Tax 


Pennsylvania—Supreme Court 
Audenreid Estate, 376 Pa. 26. 


Testatrix gave pecuniary legacies in 
varying amounts to individuals, The 
Philadelphia Bar Association, charities 
and for a cemetery trust, and then gave 
her residuary estate to the pecuniary 
legatees in the same proportions as their 
pecuniary legacies bore to one another. 
She directed that all death taxes on all 
legacies be paid from the residuary es- 
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tate. The charitable legatees asserted 
that the tax clause applied only to the 
pecuniary legacies and therefore since 
their shares of the residue were exempt 
from tax, the other residuary legatees 
must bear the impact of the taxes. The 
lower court ruled that the tax clause 
included the residuary legacies and that 
the taxes must be taken from all of the 
shares of the residue. 


HELD: Affirmed on the opinion of 
the lower court, which pointed out that 
“all legacies” embraced both pecuniary 
and residuary legacies and to restrict 
“all legacies” to the pecuniary legacies 
was artificial. 


WILLs — Construction — Common 
Disaster 


Maine—Supreme Judicial Court 
Wing v. Rogers, 149 Me. 340. 


The residuary clause of the will gave 
everything to testator’s wife but pro- 
vided that “in event that both my wife 
and myself shall be killed in an accident 
or otherwise, and it shall be determined 
that my death occurred after that of 
my wife, then .. .” the property should 
go to certain named persons. The wife 
died September 11, 1951 and the testator 
October 23, 1951, not in an accident, both 
of natural causes, and there was no sug- 
gestion that their deaths were in any 
way connected. The question raised by 
contesting heirs was whether or not the 
named beneficiaries or heirs should take. 


HELD: There was no common disaster 
clause and the intent of the testator was 
to give to named persons in. the event 
he survived his wife. The words “or 
otherwise” showed his intention that 
death in any other manner than by acci- 
dent would satisfy the condition of the 
gift. 


WILLs — Construction — Death 
Without Issue Referred to Prede- 
ceasing Testator 


Indiana—Appellate Court 
Dawson v. McKee, 116 N.E. (2d) 538 (1954). 


Testator made an absolute bequest of 
his estate in equal shares to his two 
grandchildren upon the condition that 
if either of the named grandchildren 
should die without leaving issue surviv- 
ing him, his share should go to the sur- 
vivor of the said grandchildren, and that 
if both of the said grandchildren should 
die without leaving issue surviving them, 
the land should go to the testator’s 
nephew. But if either of the said grand- 
children should die leaving a child or 
children surviving, the will provided his 
share should go to such child or children 
in fee simple. 

The testator died in 1889, and there- 
after the two grandchildren executed 
their separate quitclaim deeds and con- 
veyed the land they inherited from test- 
ator. Defendants’ title is derived from 













this conveyance. One grandchild die . 

without issue and the other died leavin _ 
plaintiff as a surviving child. Plaintif ; , 
brought this action for a constructiog. . 
of the will and a determination that hy 
was entitled to the lands. Defendant; 
answered and filed a cross-complaint ¢( 
quiet title. The trial court held for thé 
defendants. 


HELD: Affirmed. The will bequeathes 
all property to the two named grand 
children in fee simple. The words pro 
viding for a gift to the issue in case of 
death of a grandchild had reference t 
the death of any grandchildren or thei ' 
survivor prior to the death of the testa wg 
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WILLS — Construction — Extrinsi 
Evidence Admitted to  Identif 
Legatee 




















California—District Court of Appeal 


Estate of Nunes, 123 A.C.A. 185 (Feb. 15 


1954). 

Will left an interest in certain red 
property “unto Joe E. Nunes, a nephe 
of mine,” On a petition to determin 
heirship, a person named Joseph Nun 
appeared who had adopted the middi@WILL: 


initial E although that was not showg Bec 
on his birth certificate. It was also un 
certain whether his name was Joseph 0 
Joe. He was a nephew of decedent. An 

T } Def 
other Joseph or Joe Nunes appeared Fats 





who was a second cousin of the deceased 
The Probate Court ruled that the firs 
Joseph was the only one fitting the de 

Soret ‘ 3 __, Biendar 
scription in the will and that extrinsi nape 
evidence to show that the other Josepll At the 
was intended was not admissible. 


1922, 
thereit 





ters al 
childre 





An order of proof was then made ot 





‘ behalf of the second Joseph, to the effec therey 





that he had known the deceased intiffto the 
mately for twenty years and otherwis propor 
tending to identify the second Joseplifgrand 
as the person intended, one identifying§defend 
circumstance being that the Joseph in ly the 
tended was “my nephew on the ranch, In1 
which fitted the second Joseph, not the made | 
first. the la 


HELD: Reversed. There was a latenif{substa 
ambiguity in the will which ambiguityffavore 
was disclosed only by extrinsic evidenc¢ action 
and could be removed by extrinsic evig mg th 
dence. The testimony offered by thd! the 
attorney who drew the will and an offic] ypy 
associate of his, identifying the JosepMtract . 
intended, should have been admitte§allowe, 
tion a 
heir w 
WILLs — Joint and Mutual — Trufthoug?: 

Impressed on Wife’s Estate ‘arent 

Carry Out Terms of Joint Will  fhroval 

New Jersey—Superior Court, Ch. Div. contra: 


Selljei v. Lecso, 101 A. (2d) 26. fo var 
Hendan 
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hoose: 
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Husband and wife executed joint wil 
providing that the survivor be the sole 
beneficiary of estate of first to die wit 
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pecified gifts over to named _ benefici- 
ies upon death of survivor. After hus- 
iand’s death, wife executed separate will. 
Proceedings were brought by executor 
f joint will, admitted to probate, to re- 
train actions of executor of second will, 
Iso admitted to probate, and to impress 
$.ust on estate assets to insure perform- 
ince of joint will. 
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HELD: Judgment in part for plaintiff. 
Will is ambulatory and revocable instru- 
ent and provision providing for irrevo- 
ability is ineffectual. Surviving wife, 
hus, had power to execute new will and 
ast will must be admitted to probate. 
However, though wife had power to 
break contract and execute new will, she 
lid not have right to so act and court 
‘ill impress trust on assets for enforce- 
ment of contract contained in joint will. 
ontract binds survivor to stipulated dis- 
hosition in her will. Argument that con- 
ract only extended to bind disposition 
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peal fis to property until death of first to die 
aia is untenable. Interpretation of will re- 
, uired finding that contractual obligation 
un Teas to extend to devolution of property 
nephe pon death of survivor. 
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Oklahoma—Supreme Court 
Ashley v. Ketchersid, 265 P. (2d) 487. 


Defendant and his brother owned 400 
acres of land jointly. The brother, in 
_§1922, conveyed to defendant his interest 

he first - : 
ies therein, under the oral promise of de- 
nail fendant that the defendant would de- 
eal vise all the land to his brother’s heirs. 
‘At that time the brother had two daugh- 
ters and three grandchildren (who were 
ade Olchildren of a deceased son). Defendant 
e effec thereupon made a will leaving such land 
d Intito the five heirs, but providing for dis- 
herwis@{ proportionately larger shares to the 
Joseplf grandchildren. The: will was shown by 
tifying§ defendant to his brother, who died short- 

oph infily thereafter. 


—_ In.1937 defendant revoked the will and 
not the made a new one. This later will devised 
the land to his brother’s heirs, but in 
laten#substantially different proportions. Those 
biguitigfavored by the 1922 will brought this 
videncegaction to enjoin defendant from devis- 
ic eviging the property contrary to the manner 
yy th@of the 1922 will. 


n offi] HELD: For defendant. The oral con- 
JosePiitract was valid and enforceable, but it 
mitteGiallowed defendant to exercise his discre- 
tion as to the respective portions each 

heir would receive. The earlier will, even 
TruSfthough shown to the brother and ap- 
te to rently meeting with the brother’s ap- 
ill Noval, did not become a part of the 
iv. ‘ntract, or a separate contract, so as 
vary the original terms thereof. De- 
tt a Hendant still has a discretion to allocate 
. among the heirs such portions as he 
a hooses, and the 1937 will satisfies the 
‘ms of the oral agreement. 
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of Limitations 


New Mexico—Supreme Court 
Calloway v. Miller, 266 P. (2d) 365. 


Appellant, as executor, presented the 
alleged will of decedent for probate: 
Appellee, a legatee, filed her protest to 
admitting the will. After hearing the 
court admitted the will to probate. Ap- 
peal was taken to the District Court, and 
an amended protest was filed. It is 
claimed this amendment constituted a 
new contest, and is barred by the six 
months limitation statute for contesting 
wills, The matter was tried to a jury, 
which found that testator lacked testa- 
mentary capacity and was subject to 
undue influence. 

HELD: An appeal to the District Court 
is for a trial de novo and the six months 
limitation does not apply unless the 
amendment constitutes an independent 
new cause of action. There was sufficient 
evidence to sustain findings of jury. 


WILLs — Probate — Setting Aside 
Probate of Will Revoked by Mar- 
riage Not Barred by Limitation of 
Time for Contesting Will 


Washington—Supreme Court 
Estate of Gherra, 144 Wash. Dec. 251. 


Decedent, a widower, executed his will 
December 5, 1945, leaving his property 
to his three children. In October 1951, 
he married the appellant and they lived 
together until his death in April, 1952, 
The will was admitted to probate April 
23, 1952,.and the petition for distribu- 
tion was filed December 3, 1952. There- 
after, but before the entry of a decree 
of distribution, the appellant filed her 
petition to have certain property of the 
estate set aside to her in lieu of home- 
stead. All of the estate consisted of 
separate property of the decedent. 

The parties recognized that, pursuant 
to statute, the subsequent marriage with- 
out having mentioned or provided for the 
wife in the will, in the absence of pro- 
vision for her by marriage settlement, 
revoked the will. However, the Trial 
Court concluded that the will having been 
admitted to probate in April 1952, and 
no contest having been instituted within 
six months thereafter, the appellant 
could not challenge validity of the will, 
and therefore was not entitled to an 
award in lieu of homestead. 


HELD: Reversed. A widow who makes 
an application for an award in lieu of 
homestead prior to the entry of a decree 
of distribution in her deceased husband’s 
estate is entitled to such an award, even 
though all of the property of the estate 
was the husband’s separate property dis- 
posed of by his will, admitted to probate 


more than six months prior to the peti- © 


tion for award in lieu of homestead, if 
the will was executed prior to his marri- 





WILLs — Probate — Amendment to 
Will Protest Not Barred by Statute 
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age and falls within the category of 
wills revoked by subsequent marriage. A 
widow is not entitled to an award in lieu 
of homestead from the husband’s sepa- 
rate property that is otherwise disposed 
of by will. If the will was revoked by 
the subsequent marriage, the property 
was not otherwise disposed of by will. 
Unless a will contest was necessary, the 
widow’s application for an award in lieu 
of homestead was timely. 


A contest: of the validity of a will 
must be commenced within six months 
after the probate. “Validity” as used in 
the contest statute refers only to the 
genuineness or legal sufficiency of the 
will under attack. Circumstances arising 
subsequent to the execution of a will 
which revoke or render it inoperative in 
whole or in part — such as a subsequent 
will, cancellation, subsequent marriage 
or divorce, pretermitted children, a lapsed 
legacy — do not represent challenges to 
the validity of a will, or a will contest 
that must be commenced within six 
months. Such circumstances may be 
brought to the attention of the probate 
court at any time before the decree of 
distribution is actually entered. 


WILLs — Probate — Testimony Re- 
quired on Probate of Lost Will 


Arizona—Supreme Court 
In re Gilmore’s Estate, 264 P. (2d) 399. 


Decedent’s sister filed a petition to 
probate an alleged lost will. A contest 
was filed by other brothers and sisters. 
At the hearing the provisions of the lost 
will were testified to clearly and distinct- 
ly by one witness, but the testimony of 
the other witness was vague, and he 
testified that his memory as to the pro- 
visions of the will was hazy. The lower 
court admitted the will to probate. 


HELD: Reversed. Section 38-222, Ariz. 
Code Ann., requires that the provisions 
of a lost will must be proved clearly and 
distinctly by at least two credible wit- 
nesses. This means that the testimony of 
each witness must be separately evalu- 
ated, and the testimony of each must 
clearly and distinctly prove the pro- 
visions of the lost will. In this case the 
testimony of one witness was vague, the 
statute was not complied with, and the 
order admitting the purported lost will 
to probate should be set aside. 


WILLs — Probate — Validity of Will 
Not Destroyed by Failure of Sub- 
scribing Witnesses to Recall De- 
tails of Execution and Attestation 


Tennessee—Supreme Court 
Leathers v. Binkley, 264 S.W. (2d) 561. 


The will was signed by decedent and 
two witnesses. It contained no attestation 
clause but was notarized. After the will 
was probated in the County Court, a suit 
was instituted to contest it on the ground 
that the formalities of execution and at 
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testation prescribed by the Uniform Wills 
Act had not been met. 


Both subscribing witnesses testified 
that they knew the testatrix. She had 
come to the office of one of them, a life- 
long friend, had asked him to witness the 
will, and she had signed it in his pres- 
ence. The other witness was a secretary 
in the same office. She heard the con- 
versation between testatrix and the first 
witness, and she signed the will in the 
presence of testatrix and the other wit- 
ness. Neither witness remembered, how- 
ever, whether the second witness had 
been asked to sign before or after the 
testatrix had signed or whether testatrix 
had requested the second witness to sign. 


The jury found against the will. The 
Circuit Judge approved the verdict and 
the Court of Appeals affirmed. 


HELD: Reversed. There is no eviden 
to sustain the verdict of the jury. 4 
though neither witness recalled all ¢ 
details of the execution and attestatj 
there was no proof offered by the 
testants to show that the formalities pp 
scribed by the Act had not been met, 


Where both. subscribing witnes 
identify their signatures and declg 
that they would not have placed the 
on the will had they not seen testat 
sign or acknowledge the instrument, ¢ 
due execution of the will may be 
sumed. Such presumption prevails in f 
absence of satisfactory evidence to th 
contrary. To protect the right of tests 
mentary disposition, a will must be s 
tained as having been legally execu 
if at all possible. 


A AA 


°¢ INDEX TO ADVERTISERS ° 


BANKS 


American Security & Trust Co., 
Washington, D. C. __. 


Anglo California National Bank, 
San Francisco 


427 


401 
426 
Bank of New York, N. Y. C. _....-404 
California Trust Co., Los Angeles 403 
Central National Bank, Cleveland ______.430 
Central Trust Co., Cincinnati 418 
Chase National Bank, N. Y. C. 

Third Cover 


Cleveland Trust: Co. 366 


Equitable Security Trust Co., 
Wilmington, Del. EIS 

Fifth Third Union Trust “a 
Cincinnati _ 


First & Seniente National Bank, 
Richmond __._. . ao 


427 


388 
426 
430 


First National Bank, aiineee 

First National Bank, Birmingham ___ 

First National Bank, Memphis 

First National sarees: Bank, 
Roanoke ___.. aa 

Guaranty Trust Co., N. Y. ae 353 


Maryland Trust Co., Baltimore —____.425 
Mercantile Trust Co., St. Louis 369 
Montreal Trust Co. 389 
J. P. Morgan & Co., Inc., N. Y. C....395 
National Bank of Commerce, Seattle __.404 
National City Bank, Cleveland 409 
National Trust Co., Ltd., Toronto 392 
Philadelphia National Bank 423 
St. Louis Union Trust Co, 418 


Security-First National Bank, 
Los Angeles 387 


Toronto General Trusts Corp. ________.401 


Union Planters National Bank, 
Memphis 


Virginia Trust Co., Rikon. 
Wilmington (Del.) Trust Co. 400 


_...--400 


OTHER SERVICES 


Advertising & Promotion 
Purse Company 


Appraisers & Auctioneers 
American Appraisal Co. —--__--. 407 
O. Rundle Gilbert __.._____43] 
Plaza Art Galleries _..___._______4ll 
Parke-Bernet Galleries _____________.392 


Coin Appraisers & Buyers 
ee 425 


Corporation & Financial Notices 
American Viscose Corp. —____ 372 
Clevite Corp. - ah oo ee 
Columbia Gas Syeneuns, Tae, a ee 372 
Consolidated Natural Gas Co. - 372 
Daystrom, Inc. ______... 312 
Pacifie Gas & Electrié Ces. Sees _ 372, 377 
Philco Corp. - : 

Socony- Vecunn: Oil Co. 


Southern California Edison 
Co. _................ 372, Second Cover 


United States Steel Corp. 354 


Heir Tracers 
Tracers Company of America 


Insurance 


Connecticut General Life 
Insurance Co. __....... Fourth Cover 


Home Insurance Co. .- 


Investment 
Brown Brothers Harriman & Co. - 
Kidder, Peabody & Co. _.___-- 
Hugh W. Long & Co., Ine. 
R. W. Pressprich & Co. 
Scudder, Stevens & Clark _--- 


Publishers, Topical Law Reports 
Commerce Clearing House, Ine. ~~ 


Situations Wanted 
Box S-44-6 


TrRusTs AND EsTAt 





